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N. Y., favoring the use of granite for the Federal courthouse
in New York City; to the Committee on Appropriations.

9338. Also, petition of Jamie Kelly Association (Inc.),
Brooklyn, N. Y., protesting against any further reductions in
Federal salaries, especially the salaries of postal employees;
to the Committee on Expenditures in the Executive De-
partments.

9339, Also, petition of International Association of Game,
Fish, and Conservation Commissioners, favoring the enact-
ment of the duck stamp bills, S. 4726 and H. R. 12246; to
the Committee on Agriculture.

9340. Also, petition of Federal Postal Employees Associa-
tion, Denver, Colo., opposing Federal pay reductions and
time-loss legislation; to the Committee on Ways and Means.

9341. By Mr. MICHENER: Plans for general relief, sub-
mitted by W. L. Chase, Route No. 3, Adrian, Mich.; to the
Committee on Agriculture.

9342, By Mr. PERSON: Petition of Mrs. Lee Roy Wolfe
and 44 others, all residents of Ortonville, Mich. urging
the passage of the stop-alien representation amendment
to the United States Constitution to cut out the 6,280,000
aliens in the country, and count only American citizens,
when making future apportionments for congressional dis-
tricts; to the Committee on the Judiciary.

9343. By Mr. RICH: Petition of citizens of Ulysses, Pa.,
favoring the passage of the so-called stop-alien representa-
tion amendment; to the Committee on the Judiciary.

9344. By Mr. RUDD: Petition df Pennsylvania Canners
Association, favoring the revision of the antitrust laws;
to the Committee on the Judiciary.

9345. Also, petition of Federal Postal Employees Asso-
ciation, Denver, Colo., opposing any further cut in salary
and time-loss legislation; to the Committee on Ways and
Means.

9346. Also, petition of Jamie Kelly Association, 93 Court
Street, Brooklyn, N. Y., opposing any further reductions in
Federal salaries, especially the salaries of the postal em-
ployees; to the Committee on Appropriations.

9347. Also, petition of the Granite Cutters International
Association of America, Middle Village, Long Island, N. Y.,
favoring the building of the Archives Building in Washing-
ton, D. C., with granite; to the Committee on Appropriations.

9348. Also, petition of International Association of Game,
Fish, and Conservation Commissioners, favoring the passage
of Senate bill 4726 and House bill 12246; to the Committee
on Agriculture.

9349. By Mr. SHREVE: Petition of the Woman's Christian
Temperance Union of Waterford, together with other citi-
zens of Waterford and vicinity in Erie County, Pa., urging
passage of the stop-alien representation amendment to the
United States Constitution; to the Committee on the
Judiciary.

9350. By Mr. SNOW: Memorial of A. L. Thomas and many
others, favoring the stop-alien representation amendment;
to the Committee on the Judiciary.

9351. By Mr. STALKER: Petition of Martha Bock and
45 other residents of Newfield, N. Y., urging support of the
stop-alien amendment to the United States Constitution to
cut out aliens and count only American citizens when making
future apportionments for congressional districts; to the
Committee on the Judiciary.

9352. Also, petition of Hope E. Chambers and 65 other
residents of Beaver Dams, N. Y., urging support of the stop-
alien amendment to the United States Constitution to cut
out aliens, and count only American citizens, when making
future apportionments for congressional districts; to the
Committee on the Judiciary.

9353. By Mr. STRONG of Pennsylvania: Petition of citi-
zens of Big Run, Pa., favoring the -amending of the Consti-
tution of the United States to exclude aliens, and count only
American citizens, when making future congressional ap-
portionments; to the Committee on the Judiciary.

9354, By Mr. SUMMERS of Washington: Petition of 25
citizens of Yakima County, Wash., urging support of the
stop-alien representation amendment to the Constitution to
count only American citizens when making future appor-
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tionments for congressional districts; to the Committee on
the Judiciary.

9355. By Mr. SWANSON: Petition of Mrs. D. H. Meyerhoff
and 44 others, favoring the adoption of the stop-alien rep-
resentation amendment to the Constitution; to the Com-
mittee on the Judiciary.

9356. By Mr. TILSON: Petition of Agnes I. Hill and
others, urging a stop-alien representation amendment to the
Constitution; to the Committee on the Judiciary.

9357. By Mr. WHITTINGTON: Petition of Conference of
Governors, held in Memphis, Tenn., December 29, 1932, re-
questing Congress to provide loans to aid farmers to pay
taxes for at least two years; to the Committee on Banking
and Currency. ¢

9358. By the SPEAKER: Petition of Filipino residents of
Greater New York and Brooklyn, State of New York, pro-
testing against the Hare and Hawes-Cutting bills; to the
Committee on Insular Affairs.

SENATE

WEDNESDAY, JANUARY 4, 1933

The Chaplain, Rev. Z€Barney T. Phillips, D. D., offered the
following prayer:

Blessed Lord, who hast gathered into one fold from many
nations, tongues, and kindreds the people of these United
States, draw them ever closer by the cords of love into fel-
lowship one with another, as becometh the children of one
household. Help us, who know not what the day may bring
forth, to trust Thee to shine into any gloom of mind, to
support us in any trial of our love, and to give us rest in
Thine own time.

Remove from us all tediousness of spirit, all impatience
and unquietness, that no word may fall from our lips
against our will unsuited to the good of our beloved coun-
try, and grant us this day such a sense of Thine indwelling
that our thoughts, words, and actions, being pure and un-
defiled before Thee, may redound to Thy honor and glory
and to the benefit of all mankind. Through Jesus Christ
our Lord. Amen.

THE JOURNAL

The Chief Clerk proceeded to read the Journal of yester-
day’s proceedings, when, on request of Mr. Fess and by
unanimous consent, the further reading was dispensed with
and the Journal was approved.

MESSAGE FROM THE HOUSE

A message from the House of Representatives by  Mr,
Haltigan, one of its clerks, announced that the House had
agreed to a concurrent resolufion (H. Con. Res. 44) to pro-
vide for the count of the electoral vote by the two Houses
of Congress February 8, 1933, in which it requested the
concurrence of the Senate.

CALL OF THE ROLL

Mr. FESS. Mr. President, I suggest the absence of a
quorum.

The VICE PRESIDENT. The clerk will call the roll.

The Chief Clerk called the roll, and the following Sen-
ators answered to their names:

Ashurst Costigan Hull Robinson, Ark,
Austin Couzens Johnson Robinson, Ind.
Bailey Cutting Kean Schall
Bankhead Dale Kendrick Schuyler
Barbour Davis Sheppard
Barkley Dickinson La Follette Shipstead
Bingham Dill Logan SBhortridge
Black Fess Long Smoot

Blaine Fletcher MecGill Steiwer

Borah Frazier McEellar Swanson
Bratton George McNary Thomas, Idaho
Bulkley Glass Metcalf Thomas, Okla.
Bulow Glenn Moses Townsend
Byrnes Goldsborough Neely Trammell
Capper Gore Norbeck Tydings
Caraway Grammer Norris Vandenberg
Carey Hale Oddie Wagner
Cohen Harrison Patterson Watson
Connally Hastings Pittman Wheeler
Coolidge Hayden Reed ‘White
Copeland Howell Reynolds
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The VICE PRESIDENT. Eighty-three Senators have an-
swered to their names. A quorum is present.

BIRTHDAY OF SENATOR CARTER GLASS

Mr. ASHURST. Mr. President, I arise to congratulate
the junior Senator from Virginia [Mr. Grassl, who to-day
reaches his seventy-fifth milestone.

A constructive statesman, diligent and courageous; proud
indeed must be the State making such a contribution to
the Federal Government.

With much literary grace Senator Grass speaks a classic
English to which the muse has apparently intrusted her
deepest and most sustained meditations.

His services in the Senate are arduous for the public
good and are constant endeavors to discover and to follow
the truth.

Senator Guass is one of the few men remaining in Amer-
ican public life who would be at ease in the company of
and who would clearly understand the plans and purposes
and the processes of thought of the Olympian philosophers,
the tragic poets, and the comic dramatists, who in the days
of antiquity made Attic Greece immortal.

EXPENSES OF JOINT COMMITTEE ON INAUGURAL CEREMONIES

(S. DOC. NO. 161)

The VICE PRESIDENT laid before the Senate a commu-
nication from the President of the United States transmit-
ting a supplemental estimate of appropriation pertaining
to the legislative establishment, fiscal year 1933, in the
sum of $40,000, to pay the necessary expenses incident to
the inauguration of the President of the United States on
March 4, 1933, which, with the accompanying papers, was
referred to the Committee on Appropriations and ordered
to be printed.

DELINQUENCY REPORT OF THE COMPTROLLER GENERAL

The VICE PRESIDENT laid before the Senate a letter
from the Comptroller General of the United States report-
ing relative to the officers of the Government who on June
30, 1932, were delinquent in rendering or transmitting their
accounts to the proper offices in Washington, and the offi-
cers of the Government who, upon final settlement of their
accounts, were found to be indebted to the Government,
and who on June 30, 1932, had failed to pay the same into
the Treasury, etc., which, with the accompanying report,
was referred to the Committee on' Claims.

SENATOR FROM NEW YORK

Mr. COPELAND presented the credentials of RogserT F.,
WacNER, chosen a Senator from the State of New York for
the term commencing on the 4th day of March, 1933,
which were read and ordered to be placed on file, as follows:

StateE oF New YORK, 88!

We, the attorney general, State senators, and members of as-
semhly, constituting the State board of canvassers, having can-
vassed and estimated the whole number of votes given for the
office of United States Senator at the general election held in said
State on the 8th day of November, 1832, according to the certified
statements of the said votes received by the secretary of state, in
the manner directed by law, do hereby determine, declare, and
certify that RoserT F. WaGNER was, by the greatest number of
votes given at the said election, duly elected United States Sena-
tor of the said State.

Given under our hands, at the department of state, in the city
of Albany, the 9th day of December, A. D, 1932.

JorN J. BENNETT, JI.,
Attorney General.

WALTER W. WESTALL,

State Senator.

RusseLL G. DUNMORE,
Member of Assembly.

STATE oF NEW YORK,
Department of State, s8:

I certify that I have compared the foregoing with the original
certificate filed in this office, and that the same is a correct tran-
script therefrom and of the whole of such original.

Given under my hand and seal of office, at the city of Albany,
this 9th day of December, 1932.

[sEAL.] GRacE A. REAVY,

Deputy Secretary of State.

PETITIONS AND MEMORIALS

The VICE PRESIDENT laid before the Senate resolutions
adopted by the mayor and council of the city of Portland,

Oreg., favoring the passage of legislation providing payment

JANUARY 4

of adjusted-compensation certificates (bonus), which were
referred to the Committee on Finance.

He also laid before the Senate a paper in the nature of a
petition from sundry citizens, who participated in a local
hunger march conference on December 11, 1932, at San
Francisco, Calif., indorsing proposals for immediate relief
and Federal unemployment insurance placed before the
Congress by the national hunger marchers, etc., which was
referred to the Committee on Appropriations.

He also 1aid before the Senate a telegram in the nature of
a petition from Carl Winter, secretary Unemployed Council
of Greater New York, N. Y., favoring the taking up in open
hearings of proposals submitted by the national hunger
marchers, which was referred to the Committee on Appro-
priations.

He also laid before the Senate resolutions adopted by
Paper Handlers’ Union, No. 5; Independent Coal Dealers’
Association of Western Pennsylvania; Paving Cutters Local
Union, No. 175; the Ladies’ Auxiliary to Fort Pitt Lodge,
No. 1, Fraternal Order of Police; and Engineers’ Union,
Local No. 905, all at Pittsburgh, Pa., protesting against con-
tinuance of the furlough provision contained in the so-
called economy law, which were referred to the Committee
on Appropriations.

Mr. CAPPER presented the memorial of sundry citizens,
being representatives of the Christian Sunday school of
Hugoton, Kans., remonstrating against the repeal of the
eighteenth amendment of the Constitution or the modifica-
tion of the national prohibition law, which was referred to
the Committee on the Judiciary.

Mr. GRAMMER presented a resolution adopted by
Rainier Noble Post, No. 1, the American Legion, Department
of Washington, favoring the maintenance of the strength
of the Army at not less than 14,000 officers and 165,000 en-
listed men, and also the maintenance and development of
the strength and efficiency of the civilian components of the
Army, which was referred to the Committee on Military
Affairs.

He also presented a resolution adopted by the Commercial
Club of Kent, Wash., favoring the passage of House bill
11930, authorizing a survey of the Green River in the State
of Washington, which was referred to the Committee on
Commerce.

Mr. COPELAND presented resolutions adopted by the
Central Trades and Labor Council of Greater New York and
Vicinity, New York City, protesting against the continuance
of the furlough plan as contained in the so-called economy
act, which were referred to the Committee on Appropriations.

He also presented a communication in the nature of a
petition from the Federal Grand Jury Association for the
Southern District of New York, praying that whatever
change or modification of law or constitutional amendment
bearing upon the matter of prohibition be decided upon
that it be done immediately and without unnecessary delay,
which was referred to the Committee on the Judiciary.

He also presented memorials of sundry citizens of the
State of New York remonstrating against the passage of
legislation to legalize the manufacture and sale of liquors
with an alcoholic content stronger than one-half of 1 per
cent, which were referred to the Committee on the Judiciary.

THE WORLD COURT

Mr. SCHUYLER presented a resolution adopted by the
Larimer County Bar Association at a meeting held in Fort
Collins, Colo., on October 20, 1932, which was ordered to lie
on the table and to be printed in the Recorn, as follows:

Resolved, That it is the consensus of opinion of this association
that the United States should adhere to the three protdcols of
accession to the World Court, and that the secretary be instructed
80 to advise the Members of Congress and United States Benators
from Colorado.

LARIMER COUNTY BAR ASSOCIATION,
By H. H. HARTMAN, President.
HeRBERT A. ALPERT, Secretary.

“ DELAY HAMPERS RECOVERY "
Mr. BARBOUR. Mr. President, I ask unanimous consent
that the editorial I hold in my hand, entitled “ Delay
Hampers Recovery,” by Paul Block, which appeared in the
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Newark (N. J.) Star-Eagle of December 30, 1932, be printed
in full in the CowncrEssionAL REcorRp and appropriately
referred.

There being no objection, the editorial was referred to the
Committee on Finance and ordered to be printed in the
Recorb, as follows:

DELAY HAMPERS RECOVERY

“ Do-nothing spirit masters Congress"—" Lack of co-operation
a result of wide differences among political leaders "—* Sales tax is
discouraged "—" War debt action put aside until after the in-
auguration of Roosevelt "—" Prospects for repeal and beer not
bright and economies will take time.”

The above words, written by the New York Times Washing-
ton correspondent, and published by the Times, which supported
Mr. Roosevelt for the Presidency, tell the true story of the delays
in Congress, which delays are preventing recovery in business.

The Star-Eagle opposed Gov. Franklin Roosevelt's election to
the Presidency because we did not believe that in the midst of
the Republican efforts at reconstruction it was best for the coun-
try to change administrations; but when the people voiced their
sentiments with votes that elected Mr. Roosevelt, we, in common
with other loyal Americans, cheerfully accepted the people's choice
and were ready to support him in every sincere effort he would
make to help improve the economic condition in which we find
ourselves.

Unfortunately, he has not considered it good policy to cooper-
ate with the present administyation, apparently preferring to
postpone all vital matters until after his inauguration. There
are times in governmental affairs, as in business and in the home,
when a 60 or 90 day delay is not of utmost imj ; but if
there ever was a time when every hour of delay is harmful, this
is the time.

Every sensible person knows that the first thing to do is to have
our Budget balanced, because on the condition of the Govern-
ment's credit depends the extension of credit by banks to busi-
ness and through that a greater prosperity to the country.

The Republican leaders desire to balance our expenditures with
our income. Most of the Democratic leaders, including Vice
President-elect Garner, have recently shown anxiety to do this,
too; and it was agreed, besides reducing governmental costs and
taxing beer (if that bill is passed by the Senate, by the
President and not delayed by the courts), that the largest sum
still necessary to meet governmental expenses would have to
come through a manufacturers’' sales tax. But now Mr. Roose-
velt has prevented Congress from acting by stating he opposes
such a tax, but he does not say how or where he will find
$355,000,000, which amount it is estimated a sales tax would pro-
vide to the Tre ¢

No doubt President-elect Roosevelt will change his mind when
he finds it will be necessary to have such a tax to meet the
deficit. He may change his mind also about other important
suggestions which have been made to him by President Hoover
and the present administration. But all this will come after
delays which will be very costly to our people.

We are certain that Mr. Roosevelt is agreed that the first thing
to do is to balance the Federal Budget. If he has a plan how
to do this without some sort of sales tax, he should present it
immediately. The national welfare demands action.

PavL Brock, Publisher.

COMPARATIVE FREIGHT RATES

Mr. SCHALL. Mr. President, on December 12 I had
printed in the Recorp a letter from Mr. A. McLaughlin, of
the McLaughlin Gormley King Co., of Minneapolis, regarding
freight rates. As a sequel to this, T am now asking that
another letter from Mr. McLaughlin be printed and that it
be referred to the Committee on Interstate Commerce.

There being no objection the letter and accompanying
table were referred to the Committee on Interstate Com-
merce and ordered to be printed in the Recorb, as follows:

MiNNEAPOLIS, MINN., December 16, 1932.
Hon. THoMAS D. SCHALL,
United States Senate, Washington, D, C,

Dear Sir: Referring further to our letter of several weeks ago,
we are taking the liberty of forwarding to you a comparison of
freight rates which the Central Western States are now paying to
the west coast as compared to the rates from New York City to
the west coast. These figures are taken from the regular tariff of
the railroad companies and, therefore, are authentic in every
respect.

You can readily see from this sheet of rail rates that it is en-
tirely impossible for the Mississippi Valley to compete for any
business outside the territory of the valley itself, when you take
into consideration that the carload rate to the Twin Cities from
New York and the less-than-carload rate to the west coast are on
the basis of $4.21 per 100 pounds whereas the direct-carload
freight rate from New York to the west coast is $2.12 per 100
pounds and the less-than-carload rate from New York is $3.77
per 100 pounds as against a rate of $4.21 from the Twin Cities.

From this rate sheet it is easy to understand why the Panama
Canal is of such enormous benefit to the east and west coasts and
very greatly detrimental to traffic in the central section of the coun-
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try. It is due to the injurlous effects of these freight rates that we
are respectfully requesting you to support in the strongest pos-
sible manner the ratification of the treaty between the United
States and Canada for the construction of the St. Lawrence sea-
way, which you can see is of vital interest to almost the entire
Mississippi Valley, and which, when constructed, will remove the
enormous amount of discrimination against the central section
of the country under the present rate structure.
Please note also the enormous increase in freight rates since
1914,
Respectfully yours,
McLAavGHLIN GorMLEY EKine Co.,
A. McLAUGHLIN.

Comparative freight rates Per 100
MINNEAPOLIS BATES pounds
Carload to Minneapolis from New York and less than carload

Minneapolis to coast, all yail___ . _ . e $4.21
Carload to Minneapolis from New York and carload Minne-

apolis to coast, all rail 2.79

NEW YORK RATES
Carload to coast from New York, all rall oo - 3.32
Less than carload to coast from New York, all rail . _____ 3.7
Carload to coast from New York, ocean i’ .52
Less than carload to coast from New York, ocean_ .. .._. .67
Fourth-class carloads, New York to Minneapolis
RAIL RATES
1018 .53
192% ..o iy ot .90
IR T 2t 1.19
Standaerd lake and rail rates, New York to Minneapolis

100% . .38
5 {1 SR NS .1
A e i A s LV 1.02

FEDERAL AND JOINT-STOCK LAND BANKS

Mr. FESS. Mr. President, some confusion seems to have
arisen as to a correct understanding respecting the differ-
ence between the Federal land banks and the joint-stock
land banks. My correspondence on the subject has been
so voluminous that I asked the chairman of the Federal
Farm Loan Board fo answer some specific questions which I
submitted to him regarding the difference between the two
banks or the two systems, the Federal land-bank system and
the joint-stock land-bank system.

This morning I have a reply from the chairman in
parallel columns showing the difference between the two
systems. It is a very illuminating statement of fact, and I
think it will help to answer many of the questions which
have arisen as to the characteristics of the two banks.
Therefore I ask unanimous consent that the statement may
be printed in the REecorp so that the two will stand in
parallel columns in order that they may be confrasted.

Mr. FLETCHER. Mr. President, may I inquire whether
this is a report from the chairman of the board or from the
Farm Loan Commission?

Mr, FESS. It is not a report. It is a letter in reply to my
specific questions to him. It is his reply to my inquiry.

Mr. FLETCHER. I was wondering whether it came from
the Farm Loan Board.

Mr, FESS. It comes from Mr. Paul Bestor.

Mr. FLETCHER. Of the Farm Loan Board?

Mr. FESS. Yes.

The VICE PRESIDENT. Is there objection to the request
of the Senator from Ohio? The Chair hears none, and it is
so ordered.

The statement is as follows:

COMPARATIVE SYNOPSIS oF ProviSIONS OF FEpDERAL Famm Loanw AcT
RESPECTING FEDERAL AND JOINT-STOCK LAND BANKS

DEcEMBER 23, 1932,
Each statement in this synopsis is followed by a reference to the
applicable provision of the Federal farm loan act and to the
United States Code. These citations are made as follows:
F. F. L. A, (indlcating the Federal farm loan act section), 12
U. 8. C. (Indicating the title and section of the United States
Code), Provisions which are identical with respect to the two
types of banks are indicated by asterisks.
FEDERAL LAND BANKS JOINT-STOCK LAND BANKS
Number and territory Number and territory
Twelve banks, each located in No limitation on number of
a city designated by the Farm banks; no stipulation respsct-
Loan Board, within one of 12 ing location of banks, Each
districts into which the board bank may make farm-mortgage
apportioned the continental loans within the State in which
United States, such apportion- the bank has its principal office,
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FEDERAL LAND BANKS—CON.
Number and territory—Con.
ment having been made, as re-
quired by act, with regard to
farm-loan needs of the country.
Each bank authorized to make
farm-mortgage loans within
the territory of its apportioned
district. Establishment of
branch banks authorized by act
in certain Territorial possessions
(one branch bank has been es-
tablished In Puerto Rico).
(B P. LoA 47 12 U8, Q.671,

672.)
Organization

Establishment of banks by
Farm Loan Board mandatory.
Each bank under temporary
management of five directors
appointed by Farm Loan Board
until subscriptions to bank’s
capital stock by cooperative na-
tional farm-loan associations
reached $100,000, such tempo-
rary directors being required
upon appointment forthwith to
make organization certificate.
(F. F. L. A. 4; 12 U. 8. C. 672 et

seq.)

Minimum capital of each
bank before beginning business:
$750,000. (F. F. L. A. 5 12
U. 8. C. 891.)

Payment of original capital
subscription: At times and
under conditions prescribed by
the Farm Loan Board. (F. F.
L. A. 5; 12 U. 8. C. 691.)

Original capital: Open to pri-
vate and State subscription; un-
subscribed part of minimum
capitalization required to be
subscribed by the Secretary of
the Treasury. (Of the $9,000,000
original capital of the 12 banks,
£107870 was privately sub-
scribed; $8,892,130 was sub-
seribed by the United States.)
(F. F. L. A. 5; 12 U. 8. C. 883,
695.)

Capital stock

Par value of shares: $5 eaclh.
(F.F.L.A 5; 12 U, 8. C. 692.)

Stock representing subscrip-
tions to original capital to be
retired; the bank to apply semi-
annually, to the payment of
such stock, amounts equal to
25 per cent of all sums sub-
scribed to capital by national
farm-loan associations, by bor-
rowers through agencies, and by
borrowers through branch banks.
(All privately subscribed origi-
nal stock pald off and retired;
all Government-subscribed orig-
inal stock paid off and retired,
as of September 30, 1932, except
$£147,29050.) (F. F. L. A. 5; 12
U. 8. C. 695, 696.)

After original capital has been
subscribed and paid in, no stock
may be issued except to sub-
scribers of the following classes
(F.F.L.A.5; 12U. 8. C. 695) :

(a) National farm-loan asso-
ciations: Each association is a
cooperative credit, membership
corporation, composed entirely
of farmers borrowing from a
Federal land bank. Each farmer
borrower is required, upon ob-
taining a loan from a Federal
land bank, to subscribe to capi-
tal stock of the national farm-
loan association in an amount
equal to 5 per cent of his loan,
and to pledge such stock as col-
lateral security with the associa-
tion, which indorses and be-
comes llable for the payment
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JOINT-STOCE LAND BANKS—COD.
Number and territory—Con.
or within some one State con-
tiguous thereto; lending terri-
tory of banks may be extended
to not more than five contigu-
ous States, inclusive of that in
which the bank’s principal
office is located, in order to per-
mit making loans within terri-
tory of liquidated bank where
assets and liabilities of such
liquidated bank have been as-

sumed. (F. F. L. A. 16; 12
U. S. C. 811 et seq.)
Organization

Establishment of banks per-
missive. Corporations permitted
to be formed by any number of
natural persons, not less than
10. (F. F.L. A 16; 12 U. 8, C.
811.)

Minimum capital of each
bank before beginning business:
$250,000. (F. F. L. A. 16; 12
U. 8. C. 815.)

Payment of original capital
subscription: At least one-half
in cash before issuance of char-
ter, balance subject to call by
banks' directors. (F.F. L. A. 16;
12 U. 8. C. 815.)

No statutory provision for any
but private subscriptions to
capital.

Capital stock

No statutory provision re-
specting par value of shares,
(In practice most banks have
issued stock of a par value of
$100.)

No statutory provision for au-
tomatic retirement of shares of
stock representing subscriptions
to original capital.

No statutory restrictions as to
who may subscribe to stock. No
requirement that borrowers sub-
scribe for stock In connection
with their loans.

FEDERAL LAND BANKS—CON.
Capital stock—Continued

of the loan. Shareholders of
every national farm-loan asso-
clation are individually respon-
sible, equally and ratably, and
not one for another, for all con-
tracts, debts, and engagements
of such association to the extent
of the amount of stock owned
by them at the par value thereof,
in addition to the amount paid
in and represented by their
shares. The association, in turn,
is required to subscribe to a like
amount of the capital stock of
the Federal land bank, and to
pledge the same as collateral se-
curity for the loan so obtained
for its member, (F. F. L. A. T,
8,9; 12 U. 8. C. T11 et seq.)

(b) Borrowers through agen-
cies: Borrowers obtaining loans
through and upon the indorse-
ment of qualified agents, in lo-
calities where associations have
not been formed, must subscribe
to capital stock of the bank in
an amount equal to 5 per cent
of the loan, and pledge such
stock with the bank as collateral
security. Commission may be
allowed to agent not to exceed
one-half per cent per annum on
unpaid principal of loan, such
commission to be deducted from
dividends on the borrower's
stock, (Except for a compara-
tively small number of loans
made through agents by the
Federal Land Bank of St. Paul
In the early years of its opera-
tion no loans have been made
in this manner, all loans in the
continental United States being
made through national farm-
loan assoclations.) (F. F. L. A.
15; 12 U. 8. C. 801 et seq.)

(e) Borrowers through branch
banks in Territorial possessions
of the United States: A bor-
rower obtaining a loan through
a branch bank must subscribe
to capital stock of the Federal
land bank in an amount equal
to 5 per cent of his loan and
pledge the same with the bank
as collateral security. (Puerto
Rico contains the only branch
bank of the Federal land-bank
system. Borrowers through this
bank may be, and are, charged
a higher rate of interest than
borrowers from the parent bank
through national farm-loan as-
sociations in the continental
United States.) (F. F. L. A, 4;
12 U. S. C. 672)

(d) The Government of the
United States (see below) :

Articles of association must
permit increase of capital stock
from time to time for purpose
of providing for issue of shares
to national farm-loan associa-
tions and borrowers through
agencies and branch banks.
(F.F.L. A 4 12 U. 8. C. 674.)

The act of January 23, 1932,
provided that “ It shall be the
duty of the BSecretary of the
Treasury on behalf of the United
States, upon the request of the
board of directors of any Federal
land bank made with the ap-
proval of the Federal Farm Loan
Board, to subscribe from time to
time for capital stock of such
bank in an amount or amounts
specified in such approval or ap-
provals, such subscriptions to be
subject to call in whole or in
part by the board of directors
of sald bank upon 30 days' no-
tice with the approval of the
Federal Farm Loan Board.”
Shares so issued to be paid off
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No statutory requirement or
provision for subscription to
stock by borrower or indorser of
mortgage.

“The Government of the
United States shall not subscribe
for any of the capital stock of
any such bank.” (F.F. L. A. 16;
12 U. 8. C. 813.)
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at par and retired in the same
manner as the original capital
stock, and may be retired in
whole or in part at any time in
the discretion of the directors
of a bank and with the approval
of the Farm Loan Board; and
the board may at any time re-
quire such stock to be retired
in whole or in part if in its
cpinion the bank has resources
available for that purpose. Pro-
ceeds of all retirements of such
stock to be held in the Treasury
of the United States for the pur-
pose of paying for other stock
thereafter issued to the Govern-
ment. :

Appropriation of $125,000,000
was made for the purchase of
capital stock pursuant to the
above-quoted authorization, of
which amount $25,000,000 was to
be used for the exclusive pur-
pose of furnishing the banks
with funds to be used in their
operations in place of amounts
of which they may be deprived
by reason of extensions granted
to borrowers. (The entire
amount thus appropriated was
expended by the of the
Treasury in payment of capital
stock subscribed on behalf of
the United States.) (F.F.L. A,
b, as amended; 12 U. 8. C. 698.)

Dividends on stock

No dividends on Government-
owned stocks; dividends to be
distributed without preference
on all other stock. (F. F. L. A.
4; 12 U. 8. C. 684.)

Dividends may be declared
only with approval of Farm
Loan Board (under amendment
of January 23, 1932), Net earn-
ings avallable for dividends only
after deduction of not less than
50 per cent for reserve account
until reserve is equal to out-
standing capital stock; a deduc-
tion of not less than 10 per
cent after reserve is equal to
outstanding capital stock.
Whenever reserve has been im-

it must be fully restored
before dividends are paid. (F.F.
L. A. 23; 12 U. 8. C. 901, 902.)

Stockholders’ Hability

No provision making stock-
holders lable for debts of the
bank in excess of capital paid in
and represented by their shares.
(For liability of shareholders of
cooperative national farm-loan
assaciations, see above.)

Transfer of stock

Stock held by national farm-
loan associations may not be
transferred or hypothecated.
(F.F.L. A. 5; 12 1. 8. C. 693.)

Management

Board of 7 directors; 3 local
directors elected by national
farm-loan associations of the
land-bank district; 3 district
directors appointed by Farm
Loan Board to represent public
interest; and 1 director at large
selected by board from 3 persons
receiving highest number of
votes upon nominations by na-
tional farm-loan associations of
the district. (F. F. L. A. 4; 12
U. 8. C. 678, 682.)
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Dividends on stock

No statutory provision for
nondividend stock.

Dividends declared are subject
to approval of Farm Loan Board
(under amendment of January
23, 1932). Net earnings avail-
able for dividends after deduc-
tion of not less than 25 per cent
for reserve account until reserve
is equal to 20 per cent of the
outstanding capital stock; a de-
duction of not less than 5 per
cent after reserve has reached
20 per cent of the outstanding
capital stock. Whenever re-
serve has been impaired, it must
be restored to 20 per cent of
outstanding capital stock before
dividends may be paid. (F. F.
L. A, 23; 12 U. 8. C. 901, 902.)

Stockholders’ liability

“Shareholders * * * indi-
vidually responsible, equally and
ratably, and not one for another,
for all contracts, debts, and en-
gagements of such bank to the
extent of the amount of stock
owned by them at the par value
thereof, in addition to the
amount paid in and represent-
ed by their shares.,” (F.F. L, A.
16; 12 U. 8. C. 812.)

Transfer of stock

No statutory restrictions upon
transfer or hypothecation of
stock.

Management

Board of not less than five
electors, to be elected by stock-
holders.

FEDERAL LAND
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Must be secured by recorded
first mortgages on farm land.!
(F. F. L. A. 12; 12 U. 8. C. T71.)

Every mortgage must provide
for repayment on amortization
plan in annual or semiannual
installments sufficient to cover
interest on the unpaid principal
at a rate not exceeding by more
than 1 per cent per annum the
interest rate on farm-loan bonds
last issued by the bank, such
interest in no case to exceed 6
per cent per annum.! (F. F.
L. A. 12; 12 U. B. C. TT1L.)

Loans made through branch
banks, in the Territorial posses-
sions of the United States may
bear interest 114 per cent greater
than that of the last issue of
bonds. (F.F.L.A. 4, 12U. 8. C.
672.)

Payments in advance on prin-
cipal may be made on any in-
stallment date after five years
from the date upon which a
loan is made! (F, F. L. A. 13;
12 U. B. C. T1L.)

Loans may be made only for
the following purposes (F. F. L.
A.12; 12 TU. 8. C. T71):

(a) For purchase of land for
agricultural uses.

(b) For purchase of equip-
ment, fertilizers, and livestock
necesssary for proper and rea-
sonable operation of mortgaged
farm.

(¢) For improvement of farm
land, including buildings.

(d) To liquidate indeb
of the owner of the land mort-
gaged, incurred for agricultural
purposes, or incurred prior to
January 1, 1922.

Loans may be made only as
follows (F.F. L. A. 14; 12U.8.C.
T91):

(a) Through and upon the
indorsement of national farm-
loan assoclations to farmers
who have been elected to mem-
bership in such associations.

(b) Through and upon in-
dorsement of qualified agents.
(For stock subscription and
other information in connection
with loans through agents, see
above.)

(c) Through branch banks in
the Territorial possessions of the
United States (for stock sub-
scription and other information
in connection with branch-
bank loans, see above).

Loan may not exceed 50 per
cent of value of land mort-
gaged and 20 per cent of value
of permanent, insured improve-
ments thereon, said value to be
ascertained by appraisal as pro-
vided in section 10 of act}
(F. F.L. A 12; 12 U. 8. C. 771.)

The value of the land for agri-
cultural purposes to be the basis
of appraisal, and the earning
power of said land a principal
factor) (P F. L. A, 12; 12
U. 8. C. T71)

No loan may be made to any
person who is not at the time,
or shortly to become, engaged in
the cultivation of the farm
mortgaged. (F. F. L. A, 12; 12
U. 8. C. TN.)

No loan may be made to any
one borrower in excess of
#25,000, no loan for less than
$100; -preference to be given to
applications for loans of $10,000
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Must be secured by recorded
first mortgages on farm land.!
(F. F. L. A. 12, 16; 12 U. B, C.
771, 818.)

Every m must provide
for repayment on amortization
plan in annual or semiannual
installments sufficient to cover
interest on the unpald principal
at a rate not exceeding by more
than 1 per cent per annum the
interest rate on farm-loan bonds
last issued by the bank, such
interest in no case to exceed 6
per cent per annum.! (F. P.
L. A.12; 12 0. 8. C. TT1.)

No statutory provision {or
loans through branch banks.

Payments in advance on prin-
cipal may be made on any in-
stallment date after five years
from the date upon which a
loan is made! (F. F, L. A. 13,
16; 12 U. 8. C. 11, 818.)

No statutory limitations upon
purposes for which loans may
be made, other than general
purpose indicated by title of
farm loan act, 1. e., “ to provide
capital for agricultural develop-
ment.” The Farm Loan Board
has provided, by section 32 of
rules and regulations, that
banks shall confine their loans
to purposes related to agricul-
tural development. :

Loans made direct to borrow-
ers; no requirement of indorse-
ment of the m iges  or
pledge of collateral security by
cooperative association or . by
gg:x}t. (F.F.L.A. 16; 12U.5.C.

Loan may not exceed 50 per
cent of value of land mortgaged
and 20 per cent of value of per-
manent, insured improvements
thereon, sald value to be ascer-
tained by appralsal as provided
in section 10 of act.! (F.F.L.A.
12, 16; 12 U, 8. C. 71, 818.)

The value of the land for agri-
cultural purposes to be the basis
of appraisal, and the earning
power of said land a principal
factor! (F. F. L. A. 12, 186;
12 U, B. C. 771, 818.)

No statutory requirement that
borrower be engaged in the
cultivation of the farm mort-
gaged. (F. F. L. A, 12, 16; 13
U. 8. C. 771, 818.)

No statutory limitation upon
amount of loan to be made to
any one borrower. Farm Loan
Board has provided, by section
31 of rules and regulations, that

1Identical provisions for Federal and joint-stock land banks. -
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and under. (F. F. L. A. 12; 12
U. 8. C. T71.)

Applications for loans shall be
made on forms prescribed by
the Farm Loan Board, shall
state the objects to which the
proceeds of loan are to be ap-
plied, together with such other
information as may be required.!
(F.F.L. A 12; 12 TU. 8. C. T71.)

Every borrower shall pay
simple interest on defaulted
payments at rate of 8 per cent
per annum; shall covenant to
an when due all taxes, efc.; to

eep insured to the satisfaction
of the Farm Loan Board all
buildings, the value of which
was & factor in determining the
amount of the loan, insurance
to be payable to the mortgagee
as its interest may appear at the
time of the loss, and, at the
vption of the mortgagor and
subject to general regulations of
the Federal Farm Loan Board,
sums so received may be used to
pay for reconstruction of the
buildings destroyed. Taxes, etc.,
not paid when due and paid by
mortgagee to become a part of
mortgage and bear interest at 8
per centl (F. F. L. A. 12; 12
U. 8. C. T71)

Every borrower must covenant
in his mortgage that the whole
of his loan shall become due at
the option of the bank, if any
portion of the proceeds shall be
expended for purposes other
than those specified in applica-
tion. (F.F.L. A.12; 12 U. S. C.
771.)

The rate of Interest to be
charged for loans may be re-
viewed and altered by the Farm
Loan Board in its discretion,
sald rates to be uniform so far
as practicable. (F. F. L. A, 1T;
12 U. 8. C. 831.)

Bonds

Funds to be loaned on first-
mortgage security may be ob-
tained, subject to the restric-
tions and limitations imposed
by the act, upon the issuance of
bonds against collateral security
not less in amount than the
bonds to be issued, such secu-
rity to consist of qualified first
mortgages or United States Gov-
ernment bonds. (Total amount
of Federal land-bank bonds out-
standing, as of September 30,
1932, $1,148,924,040, including
$568,600 held by issuing banks.)*
(F.F.L. A. 18 et seq.; 12 U.S. C.
841 et seq.)

No bank may issue or obligate
itself for outstanding farm-
loan bonds in excess of twenty
times the amount of its capital
and surplus. (F. F. L. A. 14; 12
U. 8. C. 191.)
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mortgage will not be approved
as collateral security for bonds
where amount loaned to any
one borrower exceeds 15 per cent
of bank’'s capital and surplus,
or is in excess of $50,000.
Applications for loans shall be
made on forms prescribed by
the Farm Loan Board, shall
state the objects to which the
proceeds of loan are to be ap-
plied, together with such other
information as may be re-

quired! (F. P, L. A, 12, 16;
12 U. 8. C. 771, 818.)
Every borrower shall pay

simple interest on defaulted
payments at rate of 8 per cent
per annum; shall covenant to
pay when due, all taxes, etc,,
to keep Insured to the satis-
faction of the Farm Loan Board
all buildings, the value of which
was a factor in determining the
amount of the loan, insurance
to be payable to the mortgagee
as its interest may appear at the
time of the loss, and, at tne
option of the mortgagor and
subject to general regulations
of the Federal Farm Loan Bourd,
sums so received may be used
to pay for reconstruction of the
buildings destroyed. Taxes, etc.,
not paid when due and paid by
mortgagee to become a part of
mortgage and bear interest at 8
per cent® (F. F. L. A, 12, 16;
12 U, 8, C. 171, 818.)

No statutory requirement for
mortgage clause providing for
acceleration of loan in the event
proceeds are expended for pur-
poses other than those specified
in application.

No statutory provision for uni-
formity of interest rates charged
by the several banks; rate of in-
terest not subject to review or
alteration by Farm Loan Board.
(F. F. L. A. 16; 12 U. 8. C. 818.)

Bonds

Funds to be loaned on first-
mortgage security may be ob-
tained, subject to the restric-
tions and limitations imposed
by the act, upon the issuance of
bonds against collateral security
not less in amount than the
bonds to be issued, such sccu-
rity to consist of qualified first
mortgages or United States Gov-
ernment bonds. (Total amount
of joint-stock land bank bonds
outstanding, as of September 30,
1932, $480,022,420, including §2,-
784,580 held by issuing banks,
but not including bonds issued
or assumed by banks in receiv-
ership.)* (F.F. L. A. 18 et seq.;
12 U. 8. C. 841 et seq.)

No bank may issue or obligate
itself for outstanding farm-loan
bonds In excess of fifteen times
its capital and surplus. (F. F.
L. A.16; 12 U. B. C. 8186.)

Bonds issued by Jjoint-stock
land banks shall be so engraved
as to be readily distinguishable
in form and color from bonds
issued by Federal land banks
and shall otherwise bear such
distinguishing marks as the Fed-
eral Farm Loan Board shall di-
rect (F.F.L.A. 16; 12 U. 8. C.
818.)
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Every bank primarily lable for
bonds issued by it, and also lia-
ble, upon presentation of bond
coupons, for interest payments
due upon any bonds issued by
other banks and remaining un-
paid in consequence of the de-
fault of such other banks; and
every bank likewlse liable for
such proportion of the principal
of bonds as shall not be paid
after the assets of any other
bank shall have been liguidated
and distributed. (F. F. L. A. 21;
12 U. 8. C. 872.)

Taz exemption

Every bank, including the »
capital and reserve or surplus
therein and the income derived
therefrom, is exempt from Fed-
eral, State, municipal, and local
taxation, except taxes upon real
estate held, purchased, or taken
by said bank. (F.F. L. A. 26; 12
U.S. C.931.)

No statutory llability for bonds
issued by any other bank.

Taxr exemption

Shares of stock not exempted
from inclusion in valuation of
personal property of the owner
or holder thereof in assessing
taxes imposed by the State
within which the bank is lo-
cated; such assessment and
taxation shall be in manner and
subject to the conditions and
limitations applicable to the
shares of national-banking as-
sociations. (F. F. L. A. 26; 12
U. 8. C. 932.)

First mortgages executed to
the banks, and farm-loan bonds
issued by them, shall be deemed
and held to be instrumentalities and held to be instrumentalities
of the Government of the of the Government of the
United States, and as such they United States, and as such they
and the income derived there- and the income derived there-
from shall be exempt from Fed- from shall be exempt from Fed-
eral, State, municipal, and local eral, State, municipal, and local
taxation.! (F. F. L. A, 26; 12 taxation.! (F. F. L. A. 26; 12
U. 8. C. 931.) U. 8. C. 9831.)

BANKING ACT

Mr. DAVIS. Mr. President, I ask unanimous consent to
have printed in the Recorp several letters addressed to me
on the subject of branch banking, together with a report
of the committee of the Pennsylvania Bankers’® Association
in relation to the same subject, appearing in Money and
Commerce, in its issue of December 24, 1932. I ask that the
letters and report may lie on the table.

There being no objection, the letters and report referred
to were ordered to lie on the table and to be printed in the
Recorp, as follows:

First mortgages executed to
the banks, and farm-loan bonds
issued by them, shall be deemed

THE FIRST NATIONAL BANEK,
Gettysburg, Pa., December 15, 1932,
Hon. JaMEs J. Davrs,
United States Senate, Washington, D. C.

Dear 8im: The subject of branch banking as embodied in sec-
tion 19 of the so-called Glass bill will undoubtedly come before
your body for consideration soon, and it is our desire to express
our views on this bill, and particularly section 19.

It seems to be the judgment of very many sound bankers that
any legislation at this time is likely to prove more harmful than
beneficial. This same opinion seems to feel that legislation which
may be needed should not be passed in the heat of unreasoning
criticism, and if there are any reforms to be made in banking,
they should be weighed carefully and given plenty of deliberation.

Branch banking is not a cure for the prevailing ills. Business
depressions and the contraction incident thereto are bound to
effect the banking business. The loss of confidence with the pub-
lic was not caused by any process of reasoning on their part. Their
acts one year ago were based upon fear and hysteria and un-
doubtedly good banks were forced to suspend not because any-
thing in their structure was not right, but because the publie
withdrew the tools from them with which they worked.

Some of the banking difficulties were undoubtedly caused by too
many banks. If it is correct that those charged with the responsi-
bility of granting charters had discretionary powers, then the re-
sponsibility for this expansion in the number of banks is some-
thing that the authorities can remedy in the future without fur-
ther legislation.  Reference is frequently made to the branch bank-
ing system in Canada. A very careful study and comparison of
the peoples and industries and resources and their form of gov-
ernment will convince any student of the subject that the situa-
tions are nof sufficiently parallel to make a fair and equitable
comparison. Those pointing to the Canadian banking system
usually do not refer to the failure of one of their large banks in
1923, which, we understand, suspended business and took about
400 branches with it.

1Identical provisions for Federal and joint-stock land banks.

*Identical provisions for Federal and joint-stock land banks.
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There Is a great deal more that could be sald on the subject,
but we do not desire to burden you with a lot of facts and
details, but it is our earnest conviction that it is not desirable at
this time to adopt branch banking nor is it desirable at this time
to pass any drastic legislation that will have a tendency to retard
progress. The opinion seems to prevail among conservative bank-
ers that many of the difficulties that have occurred in the past
can and will be ironed out by the bankers themselves in the
course of time.

It is earnestly hoped that you will give this matter your very
careful consideration, and we urge you to take a stand at this
time against any drastic or radical legislation and to take a stand
also against branch banking under prevailing conditions.

Respectfully yours,
Epmunp W. THoMAs, President.

THE AMEBRIDGE NATIONAL BANK,
Ambridge, Pa., December 19, 1932.
Senator JAMES J. DaAvis,
Washington, D. C.

Dear Sm: In line with the action of the Beaver County Clearing
House Association we want to take this opportunity of registering
our opposition to section 19 of the Glass banking bill, which will
be up for consideration at this session of the Congress.

ting that there will be enough opposition to this section to
eliminate it, we are
Yours very truly,
R. W. AvE, Cashier.

THE FIRsT NATIONAL BANEK,
Minersville, Pa., December 20, 1932.
Hon. JaAmzs J. Davis,
United States Senate, Washington, D, C.

Dear Smr: The First National Bank of Minersville is concerned
about the provisions of section 19 of the Glass bill now before
Congress. We feel that the enactment of this section into the law
will result in the eventful destruction of independent banks. - Our
bank has been chartered since 1863 and during all the years since
its charter was granted it has been serving the people of the
borough of Minersville and vicinity. Its contact with the people
has been direct and personal, and it has in a large measure been
responsible for the building and advancement of the locality in
which it is located. The institution of branches of large city
banks in localities such as Minersville must result in the destruc-
tion of the local bank and the consequent loss to the people of
the personal knowledge, contact, and advantage of the local banks,

We can not see any good reason for the adoption of section 19
of the Glass bill, and we request that you will use your best efforts
to have it defeated.

Very truly yours,
THE FIRST NATIONAL BANK oF MINERSVILLE,
By JoEN B. McGUERL.

[From Money and Commerce, December 24, 1932]

REPORT FOR THE COMMITTEE OF THE PENNSYLVANIA BANKERS' ASSO-
CIATION TO UPHOLD AUTONOMY OF STATE BANKING LAWS AS A PRIN-
CIPLE IN FEDERAL BRANCH BANKING LEGISLATION

By H. B. McDowell, chairman

“The human mind has almost infinite capacity against the
intrusion of knowledge!”

The background from which the agitation for branch banking
springs can fairly well be established in the large number of
bank failures in this country over a period of years, coupled with
a belief that branch banking has been a success in other
countries.

The urge for the enactment of branch banking laws springs
also from those holding companies who have learned, since the
Lehman opinion was brought forth, that the set-up under which
they now operate is illegal. This group, having adequate finances,
has been able to command widespread publicity favorable to
their cause, and, as was said of the late P. T. Barnum, has been
able to “create events and circumstances” in such a way as to
bring to the public mind a desire for the Utopian condition
which is held out as an assured result of a structural change in
banking practices.

No one of mature thought can possibly believe that a structural
change in the practice of banking will automatically bring with
it much needed good management and sound practices; and yet
this fundamental necessity is dismissed with the statement that
the large banking institutions have had good management.

The happenings of the past three years clearly demonstrate
. that such has not been the case even in the majority of large

banks, and, were it necessary to prove that statement, a formida-
ble array of figures could be presented; but banking men know
those figures too well for repetition in this report.

A fact of the utmost importance is entirely overlooked in the
argument favorable to branch banking:

In 1880 there was one bank for every 15,000 people in the
United States and few failures of banks. By 1920 there was one
bank for every 4,000 people in the United States (30,000 banks,
120,000,000 people). And since that time there have been meany
failures. In 1920 there were 31,800 banks, and since then 10,000
have failed—so in 1932 there are slightly less than 20,000 banks,

or one bank for every 6,000 people, and fallures have slowed up.
(I am using round .)

They have not ceased, perhaps because the ratio is still too
high, but more likely because some will not be able to recover
from the competition that was forced upon them by those who
had the authority and power to grant or refuse charters.

If I may be pardoned for a home reference, I would like to
demonstrate just how that thing worked in our own city.

Sharon is the center of a community of about 50,000 people,
separated into four towns by purely artificial municipal bounda-
ries. In 1920 this community had 10 banks. Sometime previously
there had been another which had been put alongside a bank
chartered in 1873 in a town of 4,000. This bank never got going
and lasted two years. But in 19820 we had 1 bank for every
5,000 people, 3 of which had been chartered after 1915, and
1, after another bank had been absorbed and removed from the
field. All of these new banks closed up, one by absorption, and
two by failure, prior to 1929.

Therefore, In 1929 we had 7 banks for 50,000 people, or 1
bank for every 7,100, when the balloon went up; and in spite of
the fact that banks failed in almost every Ohio town surrounding
us within 14, 30, and 70 miles, and in Pittsburgh 76 miles away,
no bank in our community has failed since this depression
started.

You will get a little clearer picture of the situation when I
point out that one of these four towns has 1 bank and 4,000
people. Another town has 1 bank and 3,000 people. Another
has 1 bank and 12,000 people. This town prior to 1929 had
3 banks or 1 to 4,000—and Sharon, the center, has 3 banks and
27,000 people, or about 1 bank for each 9,000. The ratio is higher
if we include a large population outside the corporate limits on
the Ohio side of the line.

Does this not prove the point that the excess competition
forced on established banks by the free granting of charters,
and not bad management, has been the cause of most of the
10,000 failures in the United States? And does it not also prove
that the natural law of demand and supply is curing the evils
of this ill-advised expansion? And is not the most needed law,
one that will limit the ability to grant charters to a certain
measured ratio to population, so that there can be no recurrence
of the present debacle in the banking business?

It would seem that such a law is much to be preferred to =
law which would permit an unlimited number of branches, ex-
tending into communities already well supplied with banks,

Bank men know, so I need not more than mention the fact
that branch banking throughout the world has been supported
and preserved only by governmental interference and help. And
in this country the following is enlightening as to what may be
desired by some. I am quoting from the American Banker for
December 5, 1932:

“At the Treasury (United States) it is frequently pointed out
that fallures and suspensions of country banks have shown their
weakness * * * and inability to command such strenuous
rescue maneuvers with public funds as big banks can. They (the
Treasury) admit no suspicion that unwise policies at Washington
may have created the conditions which made failures inevitable.”

Some of these strenuous maneuvers are {llustrated by the fol-
lowing figures: f

In the United States In recent years bank deposits have shrunk
about $3,000,000,000. Loans have shrunk about $7,000,000,000;
but the investment total is up $3,000,000,000. But the increase
in investments is wholly in United States Government securities.
Federal reserve banks have bought £1,800,000,000 of United States
securities and the Reconstruction Finance Corporation has author-
ized $1,400,000,000 of loans—a total of $3,200,000,000. Therefore,
instead of liquidation, there has been a transfer of credit liability
to the Federal Government and its agency of $3,200,000,000 and
the banks have traded about that much in loans of various kinds
for United States Government short-term notes. This is not
liquidation but a transfer of the burden from banks to the
Government.

Since 86.2 per cent of all banks in the United States are in
towns of 25,000 population or less, and the Reconstruction Finance
Corporation report shows that these banks received 86.1 per cent
of all the loans made, it is plain that these banks got almost
exactly their proper proportion of the loans. But I am informed
that this class of banks received not more than 20 per cent of all
the money loaned. So it is plain that they are not the greatest
recipients of relief and their statements do not show that they
have purchased a large amount of Government short-term paper.
Therefore, it is plain that these banks have not traded slow notes
for short-term Government notes, and, as it is not hard to trace
out the ownership of this Government short-term paper, it is
likewise fairly easy to determine which banks got the real relief,
All of which ties in with the foregoing quotation,

But figures of the Reconstruction Finance Corporation report
given out in October are more enlightening than they formerly
were and show that while 699 per cent of the loans went to
banks in towns of 5,000 or less population, 2 per cent of the loans
went to cities over 1,000,000 population; but the amount of money
loaned was 4,000,000 greater than this 2 per cent, than to the
69.9 per cent of banks, and only 16 per cent of all money loaned
went to T0.B per cent of all of the banks. This last figure, 70.8
per cent, does not appear in that report.

According to the Bankers’ Monthly, there have been no banking
adjustments of any kind in 68 per cent of all cities and towns
in the United States. There are 122,548 citles and towns in the
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United States, and there never were more than 31,800 banks. Only
10,275 cities and towns have as much as 1,000 population, and
only 420 of these towns which had banks in 1927 are without
banks now. Two thousand eight hundred of the towns with 1,000
or more population are so located that they can convenlently use
the banking facilities of other near-by towns. There are only
16,000 business communities in the United States, as indicated by
the number of first, second, and third class post offices, and to
serve these 16,000 communities there are now 19,071 banks.

Must we have a structural change in our banking business to
bring service to these 420 towns now without banking facilities?
And would branch banking do it?

In Canada, since 1020, 760, or about 25 per cent of the bank-
ing offices in the country, have been closed, and there were 11
closed in September, 1932, and 163 have been closed since 1931.

These figures demonstrate that branch banking is contracting
just the same as unit banking, so that demand and supply may
balance.

It is interesting to mote that there is a large measure of dis-
satisfaction with the Canadlan banking law in Canada and that
while under their law there should be a revision in 1933 the
authorities have postponed consideration of changes for another
year on account of the unsettled conditions.

- IJ} very good—in this instance—example for this country to
ollow.

The charge of mismanagement of unit banks is frequently made.
To determine the merit of this charge, I made an examination of
the figures for the first slx months of 1932 to July 1, and this is
what I found:

In this perlod, in the United States, there were 873 banks re-
ported closed. Of these, 405, or 47 per cent, were in the States
surrounding Chicago, 150 were in Illinois, and 54 were in the
city of Chicago.

My information i{s that many of these banks which failed in
Chlcago were originally organized by some of the large loop banks,
and when trouble came to some of these banks the parent bank
was absorbed but their children, the outlylng banks, were
abandoned.

In reality this represented a branch or group bank failure and
not the failure of unit banks.

What influence the Insull and other large debacles had in bring-
ing about the other failures and to whom the responsibility be-
longs can be left to your own judgment.

During this same six months there were 25 failures of banks in
the State of Pennsylvania, and I made it my business to deter-
mine the causes. From sources I believe to be reliable and to be
familiar with the reasons for the fallures, I have gathered in-
formation which permits me to make this summary of causes:

Competition of city banks caused five failures.

Charters should never have been granted caused two failures.

Withdrawal of public money caused one failure.

Stagnation of the coal industry caused six failures.

Depression in railroad shops caused one fallure.

Real estate and slow loans caused two fallures.

Bad management caused two failures.

Beepage of deposits (cause unknown) and bad bonds caused
six failures.

It will be noted that in some cases the bank did not fail
the community, but the community failed the bank.

In nearly all of the cases it was reported as an additional
reason for failure *inability to sell securities and poor bond
accounts.” Whether this is mismanagement on the part of the
purchaser of the bonds or on the part of the creator of the bonds
is an open question.

In any case mismanagement does not bulk large in the
total of assigned reasons for the fallures of the banks in
Pennsylvania.

The main causes seem to be the fear engendered in de-
positors by the advocates of branch banking by their propa-
ganda against unit banks and resulting transfer of funds to
city banks and the fundamental changes in the economic con-
ditlons of certaln industries; while at the same time the crea-
tion and distribution of securities, faulty in their inception
and sold under high pressure, bulks large as a reason for
fallures, not only in Pennsylvania but in the United States.

Whether the responsibility for this rests with management
or creator'is a question, in the solution of which I find myself
in considerable disagreement with creators.

In conclusion I am going to leave with you this thought: Dur-
ing the war everything was organized under Government super-
vision for one purpose—to win the war. Volunteers (dollar-a-
year men) came to head commissions for almost every pur-
pose. Efficiency was obtained, production’ was speeded up, and
everyone came to think that the Government could do any-
thing. The heads of the commissions thought the results
were due to their massive intellect, and we had born the super-
man. Most people of intelligence now recognize that these satis-
factory results had as their sole motive power the patriotism
of our people, and the head of the commission instead of being
a leader was pushed along to the success by the patriotism of
the citizens of this country.

In my opinion we are not yet ready in America to turn over
the banking business of this Nation to the control of the Govern-
ment and have it consolidated under the supervision of a body
of supermen.
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EXECUTIVE REPORT OF THE COMMITTEE ON INTERSTATE COMMERCE

As in open executive session,

Mr. COUZENS, from the Committee on Interstate Com-
merce, reported favorably the nomination of G. Wallace W.
Hanger, of the District of Columbia, to be a member of the
Board of Mediation for a term expiring five years after Jan-
uary 1, 1933 (reappointment), which was placed on the
Executive Calendar.

BILLS INTRODUCED

Bills were introduced, read the first time, and, by unani-
mous consent, the second time, and referred as follows:

By Mr, GRAMMER:

A bill (8. 5322) for the temporary suspension of legal
actions and proceedings in civil transactions; to the Com-
mittee on the Judiciary.

By Mr. PATTERSON:

A bill (S. 5323) for the relief of Sadie Bermi; to the
Committee on Claims.

By Mr. McNARY:

A hill (8. 5324) granting a pension to Mabel Alstott (with
accompanying papers); to the Committee on Pensions.

By Mr. BRATTON:

A bill (S. 5325) for the relief of Sadie L. Kirby; to the
Committee on Public Lands and Surveys.

By Mr. NEELY:

A bill (S. 5326) granting an increase of pension to Robert
‘W. Bray; and

A bill (8. 5327) granting an increase of pension to Elmira
Holtz; to the Committee on Pensions.

By Mr. WATSON:

A bill (8. 5328) granting an increase of pension to Eliza
E. Richardson (with accompanying papers); to the Com-
mittee on Pensions.

By Mr. KING:

A bill (8. 5330) to amend the naturalization laws of the
United States, and for other purposes; to the Committee on
Immigration.

AMENDMENT OF REVISED STATUTES—TAX ON SHARES

Mr. CAREY submitted an amendment intended to be
proposed by him to the bill (S. 4291) to amend section 5219
of the Revised Statutes, as amended, which was ordered
to lie on the table and to be printed.

AMENDMENTS TO BANKING BILL

Mr. CAREY and Mr. BULKLEY each submitted an amend-
ment intended to be proposed by them, respectively, to the
bill (S. 4412) to provide for the safer and more effective use
of the assets of Federal reserve banks and of national bank-
ing associations to regulate interbank control, to prevent the
undue diversion of funds into speculative operations, and for
other purposes, which were ordered to lie on the table and
to be printed.

C. G. MARVEL

Mr. CAREY submitted the following resolution (S. Res.
316), which, with the accompanying papers, was referred to
the Committee to Audit and Control the Contingent Ex-
penses of the Senate:

Resolved, That the Sergeant at Arms of the Senate be, and he
is hereby, authorized and directed to appoint C. G. Marvel a
messenger, who shall be paid at the rate of $2,040 per annum
{)ro:ln the contingent fund of the Senate until otherwlse provided

y law.

INVESTIGATION BY FINANCE COMMITTEE

Mr. HARRISON. Mr. President, I offer a resolution and
ask to have it read, after which I shall ask that it be re-
ferred under the rule to the Finance Committee.

The VICE PRESIDENT. The resolution will be read as
requested.

The Chief Clerk read the resolution (S. Res. 315), as
follows:

Resolved, That the Committee on Finance, or any duly author-
ized subcommittee thereof, is authorized and directed to make
an investigation and study of the present economic problems of
the United States with the particular object of obtaining the
views of such economists, financiers, and other persons as in the

opinion of the committee may be able to offer constructive sug-
gestions with respect to the solution of such problems.
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For the purposes of this resolution the committee, or any duly
authorized subcommittee thereof, is authorized to hold such hear-
ings, to sit and act at such times and places during the second
session of the Seventy-second Congress, to employ such clerical
and other assistants, to require by subpena or otherwise the at-
tendance of such witnesses and the production of such booxs,
papers, and documents, to administer such oaths, to take such
testimony, and to make such expendiftures, as it deems advisa-
ble. The cost of stenographic services to report such hearings
shall not be in excess of 25 cents per hundred words. The ex-
penses of the committee shall be paid from the contingent fund
of the Senate upon vouchers approved by the chairman.

Mr. HARRISON. I ask that the resolution be referred
to the Committee on Finance, and when it is reported back
it will have to be referred to the Committee to Audit and
Control the Contingent Expenses of the Senafte.

The VICE PRESIDENT. The resolution will be referred
to the Committee on Finance.

- Mr. REED. Mr. President, may I ask the Senator from
Mississippi whether it is his idea that under the terms of
the resolution, if it should be adopted, the committee would
have authority to investigate the effect of the depreciation
of foreign currencies and the adequacy of our tariff?

Mr. HARRISON. I think the committee would ascertain
views with reference to every question that might help us
to lift ourselves out of the present economic depression.

Mr. REED. Then the Senator thinks that the committee
would have authority to go into those questions?

Mr. HARRISON. I think they would be able to obtain
views on any question that might be relevant to the purpose
of the proposed investigation.

FOREIGN COMMERCE AND THE NATIONAL DEFENSE

Mr. FLETCHER. MTr. President, I ask to have inserted in
the REcorD a very interesting article appearing in the For-
eign Trade-Merchant Marine News for October, 1932, by
Hardin B. Arledge, on the subject of Carrying Our Foreign
Commerce Supporting National Defense.

The VICE PRESIDENT. Without objection,
ordered.

- The article is as follows:

CARRYING OUR FOREIGN COMMERCE SUPPORTING NATIONAL DEFENSE—
ARLEDGE TELLS OF MIDDLE WEST AND MISSISSIPPI VALLEY FIGHT FOR
" EQUAL OPPORTUNITY AND THEIR JOINING FORCES WITH ALL SECTIONS
‘OF THE COUNTRY FOR NATIONAL INDEPENDENCE IN REACHING THE
MARKETS OF THE WORLD—COOPERATION OF BOTH POLITICAL PARTIES
* HAS MADE THIS POSSIBLE

By Hardin B. Arledge, Washington representative, Middle West

Foreign Trade Committee

On the eve of the Twelfth Annual Middle West Forelgn Trade and
Merchant Marine Conference, to be held under the auspices of the
Middle West Foreign Trade Committee at St. Louis, Mo., on October
10 and 11, 1932, it is appropriate to give briefly the reasons why the
Middle West Forelgn Trade Committee, in cooperation with repre-
sentative groups like the Mississippl Valley Association, the Ameri-
can Farm Bureau Federation, the National Grange, and like organi-
zations, so earnestly and actively advocates the maintenance of
adei};ua.te inland and ocean transportation routes to foreign
markets.

In order to reach foreign markets, the Middle West must have a
proper system of inland routes and rates and adequate American-
flag s p services so thet the commerce may move through
the ports best suited to the requirements at the time shipments
are made.

During and following the World War the Middle West was
aroused to the fact it was uneconomic and dangerous to depend
almost entirely upon New York—which we termed " the neck of
the bottle "—to reach foreign markets. Our products were held at
home and on stalled freight cars awaiting an opening in the
blocked transportation lanes. Other ports, particularly in the
South, were available so far as local facilities were concerned and
entirely inaccessible on account of a rallroad rate structure which
made the cost of transportation to these ports prohibitory.

We had relied upon foreign ships to carry our goods from the
ports, and when the war began these foreign ships were withdrawn
from the ports. This was sufficient evidence we could not depend
on foreign ships, and we also realized we should not at any time
expect our competitors in foreign markets to deliver our surplus
overseas, No merchant could long hold his customers if the mer-
chant’s business rival made deliveries for him.

We were, therefore, confronted with two major problems: The
correction of the inland-rate structure so that southern ports
would be open to us on a parity with the North Atlantic, and the
establishment of regular American-flag steamship lines to connect
at the ports with the Inland routes.

The Rallroad Administration, under the leadership of men of
vision and practical experience, put into effect a revised rail-rate
system which met most of the difficulties, but not all of them.

it is so
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These rail rates have been under constant attack by eastern rail
carriers and some selfish commercial interests who seek to bar the
Middle West from the use of southern ports. Some of these sameg
interests also seriously object to the development of our inland
waterways to the ports.

The Middle West does not desire to take away from New York
or any other port commerce to which it is entitled and which it
can properly handle. The Middle West does serlously object to any
policy or arrangement which will prevent it from using on a proper
basis all outlets to foreign markets, and it will use every effort to
keep these routes open.

The United States Shipping Board, being truly representative of
all sections of the country and guided by sound policies laid
down by the Congress, utilized the large fleet of vessels built for
the war by establishing regular liner steamship services between
our ports on the Atlantic, the Gulf, and the Pacific, and the prin-
cipal ports of the world. These services have been operated for
the Government and most of them purchased by companies or-
ganized and having the support of the domestic communities
primarily interested in the maintenance of the services.

To make private ownership and operation of these services pos-
sible and insure their maintenance, the Congress has authorized
the grant of what are known as mail and construction loan aids.
Mail routes are established on the essential trade routes for lines
guaranteeing to maintain regular service for the carriage of mail
and commerce. Loans are made for the remodeling of old and the
building of new vessels by the contractors on these routes.

Payments under these mail contracts are in no sense gifts or
gratuities to individuals or companies. They are carefully worked
out payments to services and limited to equalizing the difference
between the American and foreign costs of maintaining the serv--
ices. In other words, they put the American lines on a parity with
their foreign competitors who can build and operate on a much
lower cost basis.

When the Government, on its own initiative or upon application
of some of its citizens, considers the establishment of an ocean
malil route, it makes, through committees and examiners, a thor-
ough study and investigation of the propecsed service. It deter-
mines the amount of mail and commerce available and which may
be developed; the value of the line and vessels from a national-
defense standpoint; the present service, if any, being rendered;
the comparative American and foreign costs of such a service; the
American vessels available for the service and the amount of
remodeling of old and construction of new vessels probably nec-
esssary during the term of the 10-year contract; the American and
foreign ports which should be served; and the number of voyages
necessary per year.

On the basis of these reports can quite accurately be deter-
mined the amount of mail pay the American service should re-
ceive. The amount of pay is controlled by the number of trips the
service is permitted to make, and the rate of pay is on a mileage
basis per voyage.

After these reports are compiled they are passed upon by the
Postmaster General and the Shipping Board before advertisements
for bids are issued and contracts are awarded. The successful con--
tractors furnish surety bonds guaranteeing the performance of
their contracts.

Loans are made for reconditioning and construction of vessels
only after a most exhaustive study by the Shipping Board and
approval of the plans by the Secretary of the Navy. The lcans are
secured by a first mortgage on each vessel and in many instances
the borrower, if he is a mail contractor, places in escrow a suffi-
cient amount of his mail money to secure the loan.

The law requires that new vessels must be of the best and most
efficient type, and shall be fitted and equipped with the most
modern, efficient, and economical engines, m , and com-
mercial appliances. The plans and specifications are submitted
to and approved by the Secretary of the Navy.

The amount of the Government's contribution to the merchant
marine is very small in comparison to the great benefits resulting
from the possession of this merchant marine. It is a dependable
delivery system, a protection against excessive ocean rates, and
an invaluable naval or military auxiliary in time of war or na-
tional emergency. Revenue recelved by American ships is spent
in this country and is a direct gain to labor and Industry. When
it is realized that the passenger and freight revenue received by
American ships in foreign trade during the decade 1921-1930 is
conservatively estimated at more than £3,000,000,000, it can be
seen what this means. American ships mean American shipyards
employing much labor and purchasing from countless other in-
dustries. We can not get along without these shipyards in time
of war and skilled shipyard workers can not be produced over-
night. Shipyards can not exist without the merchant-marine-
work.

One of the most gratifying aspects of the development of the
new American merchant marine has been the absence of political
partisanship in the formulation, enactment, and administration of
our merchant marine laws,

Decmocrats and Republicans have worked shoulder to shoulder,
unselfishly and steadfastly, in studying the subject and develop-
ing policies and programs to establish and maintain regular and
efficient liner services under the American flag between our ports
and the principal ports of the world. That their joint efforts have
been successful is shown by the fact we to-day have these splendld
lines affording opportunity to all sections of our country to reach
world markets.

This is as it should be. In the decade 1921-1930 American ships
carried 40" per cent of our foreign water-borne commerce. Prior
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to the World War they were carrying 10 per cent. They should
carry not less than 50 per cent.

Our people favor a tariff to maintain the American standard of
living and disagree only as to the measure of the tariff. A tariff
for industry is necessary and it is just as necessary for the Ameri-
can merchant marine, The aid contributed by the Government to
the merchant marine is in effect the same as the tariff to protect
our agricultural and manufacturing industries. Both are to meet
the difference between American and foreign costs of labor and
materials,

Forelgn governments liberally aid their merchant marines
through mail contracts and subventions, loans, and direct pay-
ments. The mail aid is widely used and appears to be the most
desirable and fairly administered form of aid. American ships
must thus be protected against the lower foreign costs and the
aids bestowed by foreign governments.

Our hope is that each section of our country will recognize the
rights and needs of other sections and all will work for the best
interests of the whole country.

We must not let foreign interests or others who may be directly
or indirectly interested in foreign ships or industries by shrewd
propaganda lessen our resolve to maintain an American merchant
marine adequate for our commerce and to serve us in times of
national emergency.

The Middle West proposes to continue its efforts to secure and
maintain .adequate transportation lanes and proper rates through
our ports on the Atlantic, the Gulf, and the Pacific.

SILVER AS MONEY

Mr. WHEELER. Mr. President, I ask leave to have pub-
lished in the REecorp a communication appearing in the
Philadelphia Record of the 1st instant, entitled * Silver
as Money.”

_There being no objection, the communication was ordered
to be printed in the Recorp, and it is as follows:

EDITOR OF THE RECORD.

Sir: In a comprehensive report entitled * The Silver Market,”
by Herbert M. Bratter, of the finance and investment division of
the United States Department of Commerce, this statement is
made which seems to me requires further elucidation: “A com-
modity, in the dictionary sense of the word, is that which is bought
and sold. It i{s under this definition that silver is classed as a
commodity in this study. Gold, also, is a commodity; it is bought
and sold. But gold is in addition an important standard of value
and in normal times practically all the world's business transac-
tlons are directly or indirectly, measured in gold. This places
gold distinctly in a class by itself.”

But it is in a class by itself because selfish bankers throughout
the world have been powerful enough by law to make it the
standard of value, a yardstick, so to speak, against which all
other commodities are measured. :

Since the legislatures of the world gave gold that power through
law, the legislatures can take that power away by law through
demonetization, as was done with sllver, and then as a com-
modity it would not intrinsically be worth as much as silver—
in fact, dentists are even discarding it.

That the demonetization of silver which for centuries has been
on a money basis of exchange—not a commodity—of more than
a billion people for service and products is nine-tenths of the
cause of the world depression was pointed out nearly four years
ago by the writer when Congress was called into special session
to revise the tariff, which was 20 per cent too high.

Since then so-called economists have been talking technocracy
and other childish palliatives when it is plain that distribution of
goods and service throughout the world has broken down be-
cause of antediluvian money system. That bimetallism—gold and
silver—at a proper ratio is the solution of the world debacle is
as plain as a pikestaff, and the writer feels confident that after
the inauguration of Franklin Roosevelt machinery will be set in
motion which will bring about the most constructive legislation
in a century, ending for all time so-called cyclical depressions.

W. J. DWYER,

FOREIGN DEBTS

The VICE PRESIDENT, Morning business is closed.

Mr. JOHNSON. Mr. President——

The VICE PRESIDENT. The Chair will state that the
Senator from California gave notice that he intended to
speak at this time. Is there objection to his addressing the
Senate? The Chair hears none, and the Senator from Cali-
fornia is recognized.

Mr. JOHNSON. Mr. President, I desire to say a word or
two upon the foreign-debt situation. I realize that when a
Senator indulges in an expression of this sort, it is a mere
euphemism; but I assure the Senate that the time I pro-
pose to devote to this particular discussion will not be un-
duly prolonged, not that the subject does not require it but
that I may not unduly tire my brethren upon the floor.

Mr. President, Mr. Claude G. Bowers, an eminent writer,
has aptly characterized the insistent, persistent, impatient,
irritable, irascible, and denunciatory class who with their
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agents and their press are now bludgeoning the Congress
and the American people for cancellation and revision of
our debts as “ the American foreign legion,” and that char-
acterization is so apt that I think my brethren who have
followed the discussions that have occurred in the past few
months will with me compliment Mr. Bowers upon his fa-
cility of expression in designating those who can not see
America, and we have a thought only for nations across the
sea, “ the American foreign legion.”

Mr. President, the story has oft been told of the debts
due us by foreign governments. It is true the tale, 15 years
old now, is one that time has dimmed and one, too, con-
cerning which there has been so much misinterpretation and
misunderstanding and misconception and misrepresentation
that perhaps a very large number of our people do not
realize what was done in those years gone by and just ex-
actly what it was that America did for Europe, even though
they realize now what Europe does to America. So it is
my purpose, Mr. President, very briefly to recall the back-
ground of the debts owing us, to recall it, so that, our
memories being refreshed, we may understand what has
transpired in the last few months and so that, if we still
have the American instinct in us, we may respond to these
gentlemen who are preaching cancellation, revision, modi-
fication, or anything else which will permit Europe to go
scot free in the payment of their just obligations and so
that we may visit upon these people and that part of the
American press thus indulging not only our feeling of dis-
tress and our feeling, indeed, of outrage, but the con-
tempt, too, of every man who has aught to-day to do with
the present sifuation.

You of the older generation will recall that during the

war, when we first engaged in it, we authorized certain

loans. We authorized four Liberty loans and one Victory
loan. We expressed upon the face of those authorizations
exactly the terms upon which the loans were issued; and
at the same time we authorized, from the proceeds of those
bonds when they were sold to the American people, loans
to our associates abroad who were engaged in the great
World War.

Do you remember, Mr. President, how we sold these bonds,
and do you remember the campaign that we undertook in
that sale? None of us who participated in it can ever
forget it. Every man in this country who was supposed to
have a persuasive voice and every woman able to present
at all an appeal to our people, all were sent forth upon the
highways and the byways to beg and to plead, to cajole,
and demand that our people should give “until it hurt.”
There are some things in connection with the sales that
then were made of Liberty bonds that I would prefer to
forget, for I recall there were communities in this.land
that dealt with recalcitrants in rather a summary fashion.
I can remember how men were listed in different small
communities in the United States, how their possessions
were audited by those who assumed to say just what they
had, and how they were allotted by our people in those
communities certain of these bonds, allotted them and
made to take them during that time. I can recall all that
we then did, and how our people responded with a patriot-
ism and a generosity unparalleled in the annals of the
world: responded so nobly that they won the encomiums
and the praise, aye, then the gratitude of every nation on
the face of the earth. :

We sold our bonds to the American people. It was the
American people—and I can not emphasize that too
strongly in what I say to-day—who paid the price and
paid for these great undertakings that then were so stu-
pendous in character that the world looked at them askance.

We were told as we sold those bonds, do you not remem-
ber, by a great statesman of Britain, “ We have scraped the
bottom of the pan?” Do you not remember how those
financiers in this country who were representing Britain
told us that unless there were forthcoming financial assist-
ance the war could not be carried on by our associates?
Do you not remember all those things? Do you not recall
how our people in some instances beggared themselves that
they might perform what they thought was a patriotic duty
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and buy the bonds of their country? And do you not recall
that those in responsible position then said, what they had
a right to say, that these bonds would all be repaid with the
interest that was due upon them by the foreign countries
to which we loaned the money obtained on those bonds and
that there never could be a loss upon any issue offered to
the American people, because foreign governments, so
grateful for our generosity, would pay every penny of the
loans which were made and the interest which would com-
pensate us not only for the interest upon the face of our
bonds but for the expenses of overhead and the like? I
recall those promises; I made some of them myself in the
bond campaigns that I conducted in behalf of the Govern-
ment of the United States at that time. We realize, Mr.
President, all that then was done.

Ah, how grateful were our associates in the war when we
came to the rescue not only with our men but with our
money, for they could not proceed without further financial
assistance. How well I recall the bitter, anguished cry that
came to us from France just as we entered upon the great
conflict—* Our backs are to the wall.” And I recall how
they prayed for us to come to the rescue. I recall how in
the first days of that war we watched our men go abroad.
I remember when the first engagement occurred and our
blood had been spilt upon the soil of France. I can recall
the days when we were urging our people to give and give
“until it hurt.” All those days are forgotten now by the
American foreign legion that is preaching the doctrine of
Europe and has little to do with and little thought of those
at home.

The American foreign legion, with its press, the intelli-
gentsia, the intellectuals, are upon such a high eminence
that they can look across the sea, but they have no desire
and no ability to look down where there are just American
citizens; and, sir, although the policy has been since the
1st of December last to shush, shush, shush any suggestion
of a thought or any suggestion of debate upon the foreign
debts, now finally when the shush-shush-shushing goes on
only as to one side and the American foreign legion con-
tinue their bombardment and propaganda upon the other,
it is not inappropriate that something should be said, even
inadequately as I say it, that something should be said, even
by a little American like myself in behalf only of the Ameri-
can people and what the American people have done. So it
is that I recall first our bond issues.

Next I recall our loans. We loaned to nations abroad
upon their obligations in writing, obligations constituting
substantially promissory notes with interest at 5 per cent
per annum. Those were the original obligations that we
took. How glad they were to give those obligations for the
face of the loans with 5 per cent interest! There was no
question then, sir, of modification, revision, negotiation, con-
ference, commission, or cancellation. There was no question
then of protest; no voice was heard demurring at all. They
walked up to the counter, all of them, glad and happy, we
in our generosity sharing their sympathies and sharing their
happiness; but they walked up and they signed their obli-
gations for the face of the amounts that were due, with 5
per cent interest written into those obligations. And so, sir,
the genesis of the debts that were due from Europe was first
in the Congress of the United States in the authorization;
secondly, in the Liberty bonds that we sold to our people for
the purpose of making the loans; and, thirdly, in the execu-
tion of the promissory notes with 5 per cent interest.

And so we went on during the war. As you look over the
table of the loans that were made, your head becomes
dizzy; and I do not pretend at all to understand figures of
that magnitude. And then the armistice came; and then
again came the anguished cry from Europe—not the cry
that had been presented originally, not the cry that we
answered, not the cry that we answered both in money and
in blood. There came the anguished cry from Europe then
of the destruction and destitution that were confronting
them, and the aid that they desired of the United States of
America in order that they might subsist as nations, go on as
peoples, and be rehabilitated and restored to something ap-
proaching and approximating the condition o1 pre-war days;
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and the United States of America, following its generosity,
gave to these nations, by loans after the armistice, some-
thing over $3,000,000,000. Three billions of dollars—what
an amount it seems—after the armistice; after the armis-
tice. Do not forget that, because most of these nations that
made refunding agreements with us have not agreed to pay
all they owe, but only a part of that which we gave to them
for rehabilitation after the armistice, and some of these
nations that prate about the harshness of this country as
a creditor have agreed to pay but a small proportion of any
part of the loans.

So, Mr. President, we went on then with our giving and
our giving and our giving. As long as we gave, by the
loans that have been indicated, and accepted the promis-
sory notes, just so long were we considered one natiop on
earth of idealism, and a nation indeed to which all of
them looked with that peculiar respect and regard and af-
fection that we always pay to our creditors, from whom we
expect additional favors.

Then came hints all along the line—at first only hidden
in some degree—hints of a different sort of arrangement
that might be made with these governments. There came,
here in Paris, there in London, again in Washington, some
suggestion that there might be a difference in payment or
a difference in amount as to the sums that had been given
to these foreign nations. Finally, in 1920, the President of
the United States thought it essential that he should make
very plain the position of our Government and our country;
and in a letter to Lloyd George at that time he left no room
for doubt. -

I recall these things not alone because of the interest they
have for me. They have a great interest, because we were
all part of it here in those days gone by. I recall them
because they make a perfect background to the picture that
is now presented, to the picture that was presented on the
15th day of December last when some of those most in-
debted to us dishonored their signatures and refused to pay
their obligations.

The President was answering Mr. Lloyd George, who then
was in charge of the British Government, and he said:

I turn now to the problem of interallied indebtedness, which
you raise. I must deal with this matter with great frankness, as
I am sure you wish me to do, It is desirable that our position be
clearly understood in order to avoid any further delay in a con-
structive settlement of reparations which may arise from the hope
that the debts of this Government can form a part of such set-
tlement. It will be helpful if, first of all, I indicate our legal
situation.

The Secretary of the Treasury is authorized by United States
law to arrange for the conversion of the demand obligations of
the British Government into obligations having a fixed date of
maturity, in accordance with the agreement of the British Gov-
ernment to make such exchange on demand contained in its
existing obligations. In connection with such exchange the Sec-
retary of the Treasury has authority to arrange for the postpone-
ment of interest payments. No power has been given by the Con-
gress to anyone to exchange, remit, or cancel any part of the

indebtedness of the allied governments to the United States rep-
resented by their respective demand obligations.

The promissory notes that they had given, with the 5 per
cent interest, were all demand obligations.

It would require congressional authority to authorize any such
dealing with the demand obligations, and the Congress has the
same authority to authorize any disposition of obligations of the
British Government held by the United States, whether repre-
sented by demand obligations or by obligations having a fixed
date of maturity. It is highly improbable—

Adds President Wilson—

that either the Congress or popular opinion in this country will
ever permit a cancellation of any part of the debt of the British
Government to the United States in order to induce the British
Government to remit, in whole or in part, the debt to Great
Britain of France or any other of the allied governments, or that
it would consent to a cancellation or reduction in the debts of any
of the allied governments as an inducement toward a practical
settlement of the reparation claims.

There is no misunderstanding that language, and there
was none at the time that it was penned. It was understood
thoroughly then. It has been understood ever since, under
three administrations in this land. There never was a ques-
tion, until 1931, that the position that was taken by Presi-
dent Wilson was the official position of the United States of
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America. If that position has been altered—which I deny,
because of the provision of Congress itself—if that position
has been altered, it was altered without authority of law or
without right in any statute of this land.

President Wilson's position, maintained in 1920, was the
position fixed then of the United States Government, and
has been the position of the United States Government con-
stantly and continuously since, even though attempts might
have been made to alter it in 1931 and in 1932,

As a matter of fact, such a settlement In our judgment would

In itself increase the ultimate financial strength of the Allies.
You will recall—

Adds President Wilson—

that suggestions looking to the cancellation or exchange of the
indebtedness of Great Britain to the United States were made to
me when I was in Paris. Like suggestions were again made by
the Chancellor of the Exchequer in the early part of the present
year. The United States Government by its duly authorized
representatives has promptly and-clearly stated its unwillingness
to accept such suggestions each time they have been made and
has pointed out in detail the considerations which caused its
decision. The views of the United States Government have not
changed, and it is not prepared to consent to the remission of
any part of the debt of Great Britain to the United States. Any
arrangements the British Government may make with regard to
the debt owed to it by France or by other allied governments
should be made in the light of the position now and heretofore
taken by the United States, and the United States in making any
arrangements with other allled governments regarding their in-
debtedness to the United States (and none are now contemplated
beyond the funding of the indebtedness and the postponement
of payment of interest) will do so with the understanding that
any such arrangement would not affect the payment in due course
of the debt owed the United States by Great Britain. If is felt
that the funding of these demand obligations of the British Gov-
ernment will do more to strengthen the friendly relations be-
tween America and Great Britain than would any other course of
dealing with the same. .

The United States Government entirely agrees with the British
Government that the fixing of Germany's reparation obligation
is a cardinal necessity for the renewal of the economic life of
Europe and would prove to be most helpful in the interests of
peace throughout the world; however, it fails to perceive the
logic in a suggestion in effect either that the United States shall
pay part of Germany's reparation obligation or that it shall
make a gratuity to the allied governments to induce them to fix
such obligation at an amount within Germany’s capacity to pay.
This Government has endeavored heretofore in a most friendly
spirit to make it clear that it can not consent to connect the
reparation question with that of intergovernmental indebtedness.

Thus in the latter part of 1920 the position of the Gov-
ernment of the United States was made plain to its principal
debtor, and then there arose negotiations with various coun-
tries looking to a refunding of the obligations. It was
assumed, of course, that it might be onerous upon some of
these nations to compel them at once to pay principal and
interest, and so it was that the Congress of the United
States created the Debt Funding Commission in 1922, with
authority to undertake the refunding of these obligations,
which were in the form of promissory notes, with 5 per cent
per annum interest, and were in the Treasury of the United
States.

The Debt Funding Commission was created in 1922.
Subsequently, when negotiations began with Great Britain,
it was found that the terms for refunding fixed by the
original act were such that they could not in reality be
consummated by the negotiators at that time; and so it
was in 1923 that we amended the Debt Funding Commis-
sion Act, and the Debt Funding Commission was author-
ized to deal with Great Britain at that time. Subsequently,
after protracted negotiations, an agreement was made with
Great Britain, and that agreement was duly executed by the
parties and approved by the parliaments of both countries.

Thereafter, having begun the work of refunding, it pro-
ceeded with a fair degree of rapidity with our other debtors.

In the meantime, however, the treaty of Versailles had
been ratified, and the great central empires had been dis-
membered. It isa glorious page in the history of our coun-
try that when the victors sat about the peace table and were
dismembering the enemy nations our country asked neither
reward nor spoil nor booty; and in some part, at least, the
ideals with which we entered the war were carried out in the
making of the peace. Not so with other nations. There
they sat, carving this and carving that; there they sat, tak-
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ing this and taking that, until they had taken practically
everything of value that could be taken of the central
powers save their mere miserable national existence.

When they had concluded taking everything they could,
taking new peoples to the numbers of millions, and square
miles of territory of equal numbers of millions, when they
had succeeded in doing that, Uncle Sam took nothing,
neither money, reward, spoil, nor booty, and I can not resist
a bit of indignation with this intelligentsia and these intel-
lectuals, with these members of the American foreign legion,
who talk of a common enterprise, a common enterprise in
which we engaged, and who demand now not only that we
continue a part of the common enterprise but that we pay
the whole price of it, and our associates in the war retain
all the spoil and all the booty of war.

Britain took more than a million square miles of territory
under the treaty of Versailles. Britain took, under the
treaty of Versailles, hundreds upon hundreds of thousands of
human beings. France took hundreds of thousands of
square miles of territory of the vanquished nations, and
Alsace and Lorraine.

Do we not recall Ifaly, and the Italia irredenta section
Italy desired? They took what they desired, and all along
the line territory and peoples were bandied about and were
taken by our associates in war; yet some Americans have the
sublimated cheek to talk to us about a common enterprise,
for which we should give not only our men and all our
money, the money they borrowed, and which we said our
peoplé would receive back, not only that we should pay it in
our taxes but that they should have our money and our men,
and that they should have all the booty of war as well; and
they look upon all the rest of us who do not approve a stand
of that sort as demagogues.

What a strange thing that epithet has become so common
in this land. If any man dares to stand here, if he dares
to go into any part of the press, preaching a doctrine which
he thinks is for the benefit of his own people, and dares to
stand stalwart and foursquare in behalf of America, by that
very token he is a demagogue; and the only statesmen
there are, the only real statesmen left in this country, ac-
cording to some, are those complaisant with J. P. Morgan &
Co. and the other international bankers, and who can reach
across the water with their voices because of their great
sympathy for countries over there and against their own.

Oh, I wish that America would raise a little crop of dema-
gogues such as these people denounce. We need them in
this country now; we have needed them in the past; and I
am hoping, with the changes which may occur within a
brief period, that we will have those in control who loock
upon one thing, and one alone, first—the great American
people and the United States of America.

Passing that, however, for that is by way of diversion
only, we come to the settlement which was effected with
Great Britain. It was effected after long negotiations and
very elaborate preparation. That settlement was the basis
for settlements made with other countries.

I recall, when we made the settlement with Great Britain,
the spiritual enthusiasm with which the President of the
United States appeared before this body, and I recall to the
Senate now some of the words of the message he then gave
to us. He spoke thus enthusiastically in deseribing the
settlement with Britain:

It means vastly more than the mere funding and the ultimate
discharge of the largest international loan ever contracted.

This was our President’s language then:

It is a recommitment of the English-speaking world to the
validity of contract.

Glorious words are these, It was “a recommitment of
the English-speaking world to the validity of contract.”

Oh, when we think of what has transpired in the last few
months, perhaps we better erase those words or just sadly
pronounce them. Said the President:

But here is kept faith—willingly kept, let it be recorded—and
a covenant of peace no less effective than it would be if joint
British and American opposition to war were expressly agreed
upon. It is a covenant of peace and a recuperation of respect and
cooperation.
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Beautiful language, soft and sweet, glorious it is that it
could be thus delivered on an occasion of that sort. But
think of our debt settlement now as painted by our interna-
tional press, and our intelligentsia, and read these words
again in the light of passing events.

It is a covenant of peace and a recuperation of respect and co-

operation, It is a new element of financial and economic stabili-
zation,

Oh, how often we hear now about stabilization. We must
forgive these debts, forgive them, because if we do not, we
upset European currencies and destroy stabilization abroad.
Settlements we made as elements of “financial and eco-
nomic stabilization, when the world is sadly needing a re-
minder of the ways of peace.”

A very singular incident occurred in 1925, after we had
made our seftlement with Great Britain, and when we were
endeavoring to effect settlements with other debtor nations.
It is a remarkable thing that then it occurred, because it may
point the way for a measure of relief in the days to come
regarding those debtors who are recalcitrant or who default.
I read a quotation from the book containing the reports of
the War Debt Commission:

Early in 1925, after much consideration, it was decided that it
was contrary to the best interests of the United States to permit
‘foreign governments which refused to adjust or make a reason-
able effort to adjust their debts to the United States to finance
any portion of their requirements in this country. States, munic-
ipalities, and private enterprises within the country concerned
were included in the prohibition. Bankers consulting the State

Department were notified that the Government objected to such
financing. While the United States was loath to exert pressure
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by this means on any forelgn government to settle its indebted-
ness, and while this country has every desire to see its surplus
resources at work in the economic reconstruction and develop-
ment of countries abroad, national interest demands that our
resources be not permitted to flow into countries which do not
honor their obligations to the United States and through the
United States to its citizens.

Before this session of Congress shall have closed I shall
ask that that very premise be enacted into law by the
Congress of the United States and that we declare here by
our policy that the “nafional interest demands that our
resources be not permitted to flow into countries which do
not honor their obligations to the United States and,
through the United States, to its citizens.”

Those who were here at that time will recall the flurry
that was caused subsequently by that inhibition, prohibition,
or interdiction, as one may wish to call it, placed upon for-
eign loans in this country of those who would not refund
their debts, and it was effective. And thereafter the refund-
ing arrangements were made with nearly all of the debtors
who had received funds from us during the war and affer
the armistice.

I have before me a table of the debts which accumulated
and the agreements made, a table prepared with meticulous
care by the junior Senator from Nebraska [Mr. HoweLLl,
whose correctness and accuracy have been attested more
than once. This table of our war debts I ask leave at this
point to submit as a part of my remarks.

The VICE PRESIDENT. Is there objection?

There being no objection, the table was ordered to be
printed-in the Recorp, as follows:

Dala respecting European trar debls due the United States al respective dates of settlements

1 2 3 4 5 6 7

. Total payments Present warth of

Dates of debt | Prearmistics | Postarmistics agreed to be| Povmentsto be

Debtor nation seitlements debts debts Total debts made over a pe- 3’&} “r:r ﬁ:

Tiod of 62 yaars annusl interest
1| Austria £34,031.000.00 | $34.631.000.00 |  $24,614,835.00 $10,233,000.00 | 1
-2 | Belgium.__._ 258,680, 500.00 |  4K3,426,000.00 | 727,830,500, 00 225,000,000.00 | 2
3|C L1 o P S 123, 854,000.00 | 123,854, 000.00 | 312,811, 433. 88 01, 064,000.00 | 3
4 t = 14, 143, 000. 00 14, , 43, 000. 00 37,707, 45. T 11,392,000.00 | 4
5| Finland__....__ 9, 180, 000. 00 9, 190, 000. 00 21, 685, 035. 00 7,413,000.00 | 5
.6 | France. . o e » 4al, 1, 633, 325,013.05 | 4, 230, 777, 000. 00 B, 847, 674, 104. 07 1,906, 501,000.00 | 8
7 | Great Britain Dee. 13,1922 | 4, 115, 809, 530.18 509, 500, 469. 82 | 4, 715, 810, 000. 00 7, 105, 944, 000. 00 3, 788,470,000.00 | T
8 | Greece Jans LIl oo 19, 660, 000. 00 1 10, 660, 000. 00 | * 20, 330, 000. 00 6,425,000.00 | 8
9| H - Deer 151008 b oS , 984, 000. 00 1, 684, 000. 00 4, 754, 431. 42 1,506,000.00 | 9
10 | Italy__ June 15,1925 | 1, 348, 768, 025.36 501, 381, 974, 64 | 2,150, 150, 000. 00 2, 407, 677, 500. 00 528, 192, 000.00 | 10
11 | Latvia__. Dee. 15, 1922 £93, 000, 00 §, 863, 000. 00 15, 700, 523, 13 4, 755,000.00 | 11
12 June 15 1924 6,218, 000. 00 6, 216, 000.00 15, 059, 541. 57 4, 967,000.00 | 12
Poland. . Deée, 15708 Fso i 182,324, 000.00 | 182, 324, 000.00 481, 674, 78129 144, 825, 000.00 | 13
14| R i June 15,1025 1 e i 46, 945, 000, 46, 945, 000. 00 | 122, 508, 250. 05 35,172,000.00 | 14
IS Yopollivin e e e AN 13, 874, 875. 00 52, 289, 125.00 66, 164, 000.00 | 45, 177, 635. 00 20, 030, 00 {15

Bummary. ----| 8,280,649, 017.49 | 3, 810,017,982 51 I!R.WD.GG? 000, 00 1‘22.259.0?0.050.2? 6, 878, 948, 000. 00

1 8 ] 10 11 12 13

Excess in interest

Annuities for @2 | Annual rates of Cost to United | Total payments | paid by United

mfswﬁ?h .- interest which | Average rate of interest paid by Btates, in inter- on debts to tates above all

Debtor nation ant wnrthpron annuities United States to carry these est paid, tocarry | United States payments re-

basis of 414 per would pay on debts since dates of settle- debtsfrom daies | since dates of | ceived since

cent annual in- | Tespective | ments of settlements | settlements to | dates of settle-

terest debts to July 1, 1032 |, July 1, 1933 inentsw.lu!y L

Per cent

1 $110, 048. 00 1.36 |) $5, 645, 545. 00 $862, 668, D0 $4,782,877.00 | 1
2 10, 350, 600, 00 * 414 140, 338, 567, CO 41, 607, 234. 00 108, 731,333.00 | 2
3 4,230, 344. 00 3.41 35,955 106.00 18, 000, 000, 00 17, 856, 105.00 | 3
4 524, 032. 00 3.70 || On  $12,000,000,000 of United 5, 650, 948, 00 1, 248, 431 00 4,402, 517.00 | 4
5 340, 993, 00 3.70 || States bonds outstanding 3, 672, 723.00 2, 654, B85, 00 1,018,038.00 | 5
[} 01, 799, 483, 00 2.16 bearing. the highest rates of 1, 228, 250, 000, 00 200, 386, 687. 00 1,027, 872, 313.00 | 6
7 174, 193, 850. 00 3.69 || interest, the interest rate since 1, 884, 114, 000. 00 1, 355, 848, 000. 00 528, 266, 000.00 | T
8 295, 550. 00 1.50 ! 1923 bas approximately aver- 3, 706, 925.00 260, 000. 00 3,536,025.00 | 8
] 72, 416.00 3.70 | sged4%dpuwntnpwltﬂy], 743, 206. 00 408, 465. 00 324,741.00 | 0
10 24, 296, 832. 00 1.13 I 1931, and is estimated to be 4 624, 435, 000, 00 39, 820, 716. 00 584, 614,284.00 | 10
11 218, 730. 00 amn }:ver cent for the year ending 2, 356, 142. 00 507, 800,00 1,548, 243.00 | 11
12 228, 482.00 3.67 une 30, 1632 2, 073, 360. 00 1, 128 579.00 944, 790.00 | 12
13 6, 753, 950. 00 3.37 72, 857, 070. 00 20, 603, 097.00 52,253,973.00 | 13
14 1,617, T12.00 3.43 13, 628, 133. 00 2, T04, 451, 00 10, 023, 682.00 | 14
15 921, 380. 00 L.38 J 16, 206, 828, 00 1,232, 112.00 17,974, 716. 00 | 15

313, 954, 707, 00 2.62 4,042,782, 562.00 | 1,677,333,024.00 | 2,365, 449, 538. 00

1 Does not include new loan of $12,167,000 made in May, 1929,

! Total !:Paymeuts to be made over a

1 The Hoover moratorium deferred
does not include this interest.

of 40 years instead of 62 years. However, the annuity is ealeulated for a 62-year
payments for the fiscal year ending June 30, 1932, are to be paid in 10 annual insta

Ennnnxs.—lnasmuch as the payments made and to be made for 62 years by debtor nations will be insufficient to J»ay the in

these debts, it is evident there never will be myt.hlng to nppglson the principal

0 carry
lo@stonyl,lmduemthesadebuuhm !ﬁthﬁt
even though the debtor nations pay their ohllxatm in

sums. Hence, these
of colutuns 5 and 13. The sum is §1

iod and thus inclnded in the fina Iresult.

ents with 4 per cent {nterest.

are canceled.

Column &

terest charges inwm-d by the United States
‘o determine the consequent
u:,wo meymwymthishm loss will increasa
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Mr. JOHNSON. Mr. President, I do nof, of course, de-
sire to read the details of that table, but I do desire to
demonstrate from it, as has been demonstrated upon this
floor by the Senator from Nebraska, that these countries
which are crying now, and all these Americans who are
barking at our heels for cancellation or revision, all of
them, little understand what these debt settlements have
done, and just what they mean.

The demonstration, in the table which I have just asked
to have inserted in the REecorp, is ample and unquestioned
that these debt settlements canceled the principal of the
obligations. So cancellation in a double sense becomes a
misnomer in the discussion now before the American people.
Cancellation, first, already has occurred by the refunding
of the debts; but, beyond that, and more important, too,
there is no such thing as cancellation of these foreign debts.
The only question is, Who pays? This is the only question.
Shall Europe pay her just obligations, or shall Americans
pay Europe’s just obligations to America? That is the
only question that is involved in the controversy to-day, and
that question there ought to be no difficulty in any American
answering, and answering without delay.

I call attention to this table, and I refer to only three
of our principal debtors, that you may understand just ex-
actly what the table demonstrates. If you take the entire
amount Britain is to pay under the settlement, and com-
pute how much it means in percentage upon the debt obli-
gation, you will find that Great Britain pays upon her debt
to this country for 62 years 3.7 per cent annually. Keep
that in mind: Britain pays under the debt settlement—and
that was supposed to be the most onerous of the settle-
ments 3.7 per cent annually for 62 years—and at the end of
62 years she will owe not a dime to the United States of
America, and the principal will have been eliminated. Just
bear that in mind in considering these settlements.

Next, if France pays during the 62 years 2.17 per cent
interest annually upon the debt she owes the United States,
at the end of 62 years, under the refunding agreement.
France will be relieved of every penny of the principal of
the indebtedness.

We have, therefore, the American people paying four and
a fraction per cent upon their debts, with the principal
always confronting them, which must be paid by the Ameri-
can people, and we have Britain paying 3.7 per cent upon
the face of her obligation for 62 years, and never a dime
thereafter, and France paying 2.17 per cent annually, and
neither in reality paying any part of the principal in-
debtedness.

Italy pays 1.13 per cent on her debt each year of 62
years—1.13 per cent. Why does anyone suppose then that
it is just the farmer out in Nebraska and Iowa and North
Dakota and South Dakota shall pay 4 per cent and more
upon the obligations of Uncle Sam? Italy pays upon her
obligation 1.13 per cent for 62 years and then her prin-
cipal is all paid, every penny of it. Yet, here are our peo-
ple confronting the payment of the principal and confront-
ing the payment of the interest at between 4 and 5 per cent
as the rate, and they must pay both principal and interest.

These are the settlements that were made by the refund-
ing agreement. Generous? Ah, yes; generous were they,
generous to a fault was the United States of America in
making these settlements. Who can complain if out of
the enormous sum that the people of the United States thus
pay, if out of that sum the miserably small percentages for
62 years shall be paid by our main debtors?

If the justice or the generosity of these settlements be
questioned, look at the figures and look at the table. If it
be asserted that our country has been parsimonious in any
respect, recall what exists in this country to-day and just
what must be paid by your own people in the days to come.
Talk of distress abroad and that only to be thought of in
connection with the debt settlement? What has become
of the old thought that existed in this country when we
believed we were one for all and all for one, and when our
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affections were turned to our own? Talk of misery and un-
employment abroad! There is more unemployment in the
United States of America to-day, more in the aggregate,
than there is to-day in Great Britain, France, Italy, and
Germany—more unemployment to-day.

Unemployment after all is the barometer of the pros-
perity of the country from the standpoint of men like myself
who think in terms of human beings. No longer is the Wall
Street ticker the barometer of prosperity. No longer is it to
determine the prosperity of America. That theory has long
ago been discarded. Those gentlemen of Wall Street have
been shown to be dealing only with financial rackets by
which they take money from an unsuspecting public. No
longer do we by such means foretell prosperity and what may
happen financially. To-day the barometer of prosperity in
this country is the number of unemployed. The number of
our unemployed exceeds that of any four nations abroad.
Talk of the deficits in those countries that owe us. Ours is
the greatest in all the world. None equals it, none of any
nation on the face of the earth, and yet this press, in its
inferiority complex and in its toadyism, in its desire to earn
a little favor from people abroad, keeps hammering into the
American people the idea that “ You must suffer, suffer in
silence; you must suffer your destitution and your want and
your hunger, but we demand that you devote your energies
to the aid of people beyond the sea, and there let your
charity be felt and there let the benefits of your legislation
enable them to go forward.” What a doctrine it is to
preach in these times, with the knowledge on our part of
what is happening all over this land.

Ah, take care! Beware! Ye genflemen of finance and ye
who govern this great country, take care, beware! I am no
alarmist. I am a pure optimist and I have an abiding con-
fidence in the good sense and in the wisdom of our Ameri-
can people; but take care, beware, ye gentlemen who repre-
sent high finance and ye who represent the idea of cancella-
tion, remission, modification of debts to foreign countries, ye
who favor a moratorium! Take care! Beware! We have
ominous signs in this land to-day. I was greatly interested
in hearing a distinguished Senator from the State of Wash-
ington stand upon this floor and in his first modest effort
ask a moratorium upon interest payments and upon con-
tractual obligations.

Take care! Beware! Ye representatives of great indus-
try and those who speak for them—beware! In some parts
of the Nation to-day are people talking moratoria for them-
selves. We did not know what the word was a few years ago.
We thought it had something to do with a crypt or a
funeral, but now every man and every woman in the land
understands and understands fully.

I do not blame the farmer of the Middle West; I do not
blame the worker who is without a job without his fault—
I do not blame him, with his back bent by burdens he can
scarcely hold up; I do not blame him when he cries aloud
against a government that would give a moratorium to
Europe and put Europe’s debt upon his back. He is entitled
to cry out, and he is crying out to-day all over this land.

Moratorium? Give some more moratoria, our interna-
tional bankers demand; have some more delays in the pay-
ment of debts. What difference does it make? Just this
overburdened people all around throughout our land are
the ones who have to pay. Who are they to take up our time
or to tell those in the halls of legislation or in the national
administration what should be done? They have no rib-
bons to give, no decorations to bestow, no songs of victory
to sing because of any wars that have been won. They are
just ordinary, common, everyday Americans, and they must
be made to pay the burden when you relieve your European
debtors of any of the amount that is due from them
unto us.

Mr. President, I called attention a moment ago to the
dictum of our Government concerning these nations which'!
would not adjust. There is no reason why we should not do
exactly the same thing here. Indeed, it happens that last
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year a distinguished Member of this body received a letter
from a very well known American abroad. The American
said he was sick and tired of hearing about the debts, and
the fact that they would not be paid and the like. He
thought there might be a mode of stopping that sort of thing
by a law denying any country that defaulted or any country
that would not adjust its indebtedness the right to float
bonds in America. The letter was handed to me, and I in-
troduced a bill which is pending here now. I am going fo
call it up by-and-by to see whether we can not at least
express ourselves upon the proposition.

I know what a terrible thing if is to talk as I have been
talking to-day, and as I shall continue to talk. I know
that it is demagogic—just think of it! It is demagogic. It
does not appeal to the press to which I have been referring
that represents the foreign legion of America. Were I to
talk the language that is used by Mr. Chamberlain in London
or Mr. Herriot in Paris, I would be a great statesman, a
marvelous man, who was speaking indeed words of wisdom
for the world; and so, understanding exactly what is in
store for me in this press, I proceed to talk just exactly as
I please, as I have always done.

Not only did President Wilson’s administration announce
our national policy on the foreign debts. We have had that
policy enunciated continuously since. In 1926 and 1927
several well-intentioned gentlemen addressed letters to the
President of the United States, suggesting the cancellation
of war debts or the remission of some things in respect to
them. The letfers that were sent in reply by Secretary
Mellon, I think, deserve a high place in our literature—and
this comes from me with full and generous praise, because
sometimes I have indulged perhaps in criticism of the
former Secretary of the Treasury. But he answered in 1926
those letters in a fashion that left no room for doubt, and
that enables us to follow, as we followed from the beginning,
the policy of the United States of America up to a recent
year or two. In 1926, answering the first of these com-
munications from a gentleman named Peabody, Mr. Mellon
said:

Let us see what relatlon the burden of our debt settlements
bears to our loans after the armistice. In this way we can deter-
mine accurately our real contribution in money to the joint cause
of the war. In the case of England postarmistice advances with
interest amounted to $660,000,000, and the present value of the en-
ire debt settlement is $3,297,000,000. It must be remembered that
England borrowed a large proportion of its debts to us for purely
commercial as distinguished from war purposes—to meet its com-
mercial obligations maturing in America, to furnish Indla with
silver, to buy food to be resold to its civilian population, and to
maintain exchange. Our loans to England were not so much to
provide war supplies as to furnish sterling for home and foreign
needs and to save England from borrowing from its own people.

France's after-the-war indebtedness with interest amounts to
$1,655,000,000. The settlement negotiated by Ambassador Berenger
with the American Debt Punding Commission has a present value
of $1,681,000,000.

Belgium's postarmistice borrowings with interest were $258,000,-
000, and the present value of the settlement is $192,000,000.

With Italy the situation is similar. Its postarmistice indebted-
ness with interest is 800,000,000, and the present value of its debt
settlement is $426,000,000. It is the same as regards Serbia. In
view of these facts, in what respect do you still believe America
has been unfair to its allies?

Then he added this significant sentence:

If these foreign debts are canceled, the United States is not
released from its obligations to pay the very bonds which were
sold to our citizens to make the advances to foreign governments.
We must collect through taxation from our people if our debtors
do not pay to us what they can.

That is exactly this situation. I dared to utter such a
statement recently, and one would have thought from the
bitter resentment and anger and denunciation of one of these
internationalist papers that I had uttered something that
was so far-fetched and so ignoble as to justify its frenzy of
abuse. However, it was Mr. Mellon’s idea; it was the idea,
indeed, of President Wilson; it has been the idea that has
extended throughout all the years that we have been dealing
with these debts until the last year or two.

Again, the following year, certain gentlemen of Princeton
University addressed another letter, and Mr. Mellon replied.

LXXVI—S81

I read a part of Mr. Mellon’s reply because it answers con-
clusively much that is now being said:

The record indicates beyond dispute that these were loans and
not contributions, and, thcugh not in form, in actual effect loans
from individual American citizens rather than contributions from
the Treasury of the United States.

That is Mr. Andrew W. Mellon writing in 1927. He wrote
what was eternally true then concerning these debts. It is
eternally true to-day, and to-day, just as then, the record
shows that “these were loans and not contributions, and,
though not in form, in actual effect loans from individual
American citizens rather than contributions from the Treas-
ury of the United States.” If these in effect are * loans from
individual American citizens,” what right have we to burden
them with additional sums in taxation and relieve the foreign
debtors of those sums?

I spoke a while ago about the moratorium and the possi-
bilities that might come in this country in the situation that
has developed here. Why should there not be an outcry
from Americans if these are loans of American citizens;
and if we are going to put upon their back the payment of
the very loans they made of their money which they took
out of their pockets they are justified in their indignation.
And that is exactly what is contemplated by the interna-
tional press and the internationalists of this country. How
can we blame the farmer, how can we blame the man
without work, if he cries out against a policy of that sort?

“Oh,” it may be said, “there stands the barrier of the
Constitution; the sanctity of contract is protected by every
law in every State in the United States.” It may be said
to me that with that barrier no man can demand a mora-
torium for himself upon his private debt, and legalistically,
of course, that is true; but when the farmer sees us putting
upon his back an additional debt that is not his, when he
sees his Government yielding to the pressure from abroad
and granting a moratorium upon debts that the Europeans
justly owe some day in some way, this farmer of ours, this
workman of ours, will find a mode by which he can jump the
hurdles of the Constitution or, if necessary, by which he
may break them down and obtain from his Government
exactly the same privileges that his Government has given
the nations across the sea. Beware, take care, ye interna-
tional press and ye gentlemen who preach that Americans
have no rights and that only Europeans shall be consid-
ered in a moratorium or in a debt controversy such as now
confronts us.

Mr. Mellon proceeded:

The act providing for these loans authorized the United States
Government to sell Liberty bonds fo its own people and to in-
vest the proceeds of the sale in the bonds of these foreign govern-
ments, the latter bonds to bear the same interest as the Liberty
bonds sold and to have the same maturities. What we allowed
our assoclates to do, in effect, was to borrow money in our in-
vestment market, but, since their credit was not as good as ours,
to borrow on the credit of the United States rather than on their
own. Looking at the substance rather than the form of the
transaction, the situation was no different than if they had ac-
tually sold their own bonds in the American market and our
Government had indorsed them. Had this course been followed
would anyone contend that the sums advanced were intended as
contributions to a joint enterprise rather than loans expected to
be repaid?

“ Joint enterprise! ” We used to hear much of that; in-
deed, in 1922, before we had made our settlement with Great
Britain, the master of all, Mr. J. P. Morgan, in an interview
in the New York Times, said that this was a “ joint enter-
prise ” in reality and that our contribution of money would
be just exactly like a contribution of men. There were not
any of the fine-spun arguments that we hear now about bal-
ance of trade and about stabilizing exchanges and about
the prosperity of the people who could buy more if we per-
mitted them to have more money. There was not any of
that then. Then it was a “ joint enterprise,” as Mr. Mor-
gan said, a joint enterprise in which our money represented
simply a contribution like the men who had gone abroad—
“ga joint enterprise.” We have forgotten that now in the
arguments that have been presented during the last couple
of years. Our internationalists have shifted their ground
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entirely, and they preach another doctrine absolutely dif-
ferent from that which they preached for a number of
years.

I recognize—

Says Mr. Mellon in the letter to which I refer—

that there is merlt in the contention that the associated govern-
ments might well have joined in pooling their resources in a com-
mon cause and that even now an argument can be made in favor
of writing off debts incurred after our entry into the war to the
extent that they were incurred for contributions to a common
cause, but, and this is an all-important reservation, there is merit
in such an argument only if the proposed adjustment is to be a
mutual one and is to be applied fo all on a strictly equal basis.

None of these internationalists has suggested that Britain
should take its millions of square miles of territory she re-
ceived under the Versailles treaty, that France should take
the booty which she obtained, or that Itaiy should take the
spoil she received and that they should put them in a com-
mon pot, and then, either by returning them to the van-
quished countries in that war or in some other fashion,
make an equal division. None of these internationalists
make any suggestion such as that. All the pooling is to be
done by America, and, particularly, not only is all the pool-
ing to be done by America but all the paying is to be done
by America.

Then Mr. Mellon proceeds to show that there is another
aspect, too, that the gentlemen who are infernationalists
have forgotten—

Early in the war, in order to minimize the dislocation of ex-
es and for sound economic reasons, the general principle was
established that goods and services purchased by one ally in the
country of another ally should be financed by the latter. That is
to say, that if France purchased supplies and services in England,
the British Government would furnish the pounds with which to
buy them, and, vice versa, when Great Britain bought goods and
services in France the French Government would undertake to
furnish the francs. As to whether in the latter case the francs
were furnished on credit or for cash I do not know, but in the
former case the pounds were furnished on credit. When we came
into the war we readily agreed to apply this sound principle to our
transactions with our associates. That is to say, we agreed to fur-
nish them the dollars with which all their purchases in the United
States should be consummated, and, what is more, we agreed to
lend them those dollars. This was the origin of these debts. But
here is the fact that is not mentioned and which you gentlemen
have apparently overlooked. We purchased supplies and services
from France and the British Empire by hundreds of millions.
They are to be pald for in francs and in pounds, We did not get
those francs and pounds on credit; we paid cash for them except
possibly in a few comparatively minor instances. In other words,
we paid cash for the goods and services necessary to enable us to
make our joint contribution to the common cause. Our associates
got the goods and services purchased in this country necessary to
enable them to make that part of their joint contribution on
credit. Here is the fundamental reason which explains why we
entered the war with everyone owing us and our owing no one.
We are now urged to cancel these debts because it is alleged that
they were incurred in the common cause, but neither abroad nor
in this country has it been suggested that if that is to be done
we are to be reimbursed the dollars actually expended by us in
France and Great Britain so that the goods and services they sold
us might coustitute their contribution to the common cause.

And he was entirely right, of course. We paid cash.
They forget that. Our money they took and our money
they received during the war, but they forget that, and
when they talk of “the common cause ” and “ contribution
to the common cause ” they mean that we contribute every-
thing and they contribute nothing.

In this connection one other fact may be called to your atten-
tion. Among the purposes for which we made dollar advances
was that of maintaining the franc and the pound at somewhere
near their normal values. In other words, we loaned our asso-
clates the dollars with which to purchase bills on London and
Paris and so permit them to peg the exchanges. When we were
obliged to purchase francs and sterling for our own use in the

Paris and London markets we did so at the artificlal prices main-
tained by the use of the very funds we had loaned.

Here was a complete answer to the communications that
had been received at that time urging cancellation.

Passing now the debt settlements, I have read these com-
munications, I have gone back into the history of the debt
very sketchily and inadequately that there might be some-
thing of a picture in the minds of Senators of all that had
transpired during the years of the war and just subsequent
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thereto. My design was first to present a background, and
having presented that background of this controversy then
to come to the events of 1931 and 1932, and in order that we
may understand exactly what those events portend and ap-
ply them rationally to what may be said in regard to them,
let me recapitulate, if I may, hastily some of the back-
ground I have been endeavoring to present.

First. That the Allies were substantially at the end of
their financial resources and indeed were fighting with
their backs to the wall, and with a depleted manpower, when
the United States came into the war, and that it was abso-
lutely essential that financial relief be immediately forth-
coming.

Second. That loans were agreed to be made by the United
States upon the terms and conditions under which the
money might be obtained from the American people.

Third. That from the American people themselves the
money was obtained by the sale of bonds and in sums
greater than ever before had been obtained from any people,
and these staggering sums were obtained upon the express
declaration by the Government that they were to be repaid
with interest, which would cover the rate fixed in the bonds
together with incidental expenses.

Fourth. That the money cobtained from the sale of the
bonds to the American people was loaned at once to our
associates in the war and our associates gratefully executed
their promissory notes for the sums together with 5 per
cent interest per annum.

Fifth. That not only were the loans made in far greater
amounts during the war than the world had ever known,
but, at the earnest prayer of the nations of Europe, sums
aggregating more than $3,000,000,000 were thereafter loaned
to them for relief and rehabilitation upon the like terms
and conditions as the pre-armistice loans.

Sixth. When the money was received by European nations
from the United States there was complete and full ac-
quiescence in the terms and conditions of the loans and
neither objection nor protest voiced. A deep and an abiding
sense of gratitude alone was expressed.

Seventh. Refunding operations of the vast debfs were un-
dertaken and consummated. The settlements thus made
have compelled payment by the people of the United States
in excess—and this is the accurate computation—in excess
of the payments made by the debtors up to July 1, 1932, of
more than $2,000,000,000; and this sum will be ever increas-
ing until full liquidation.

That, I should like to impress upon those who listen to me
here—that we are paying to-day, in interest payments and
upon these bonds, an excessive sum over the settlements
up to July 1, 1932, amounting to more than $2,000,000,000,
and it will continue to go up until the end of the period.

Eighth. The settlements extend over a period of 62 years,
and by mathematical computation the payment during that
period annually by Great Britain of 3.7 per cent per annum,
by France of 2.17 per cent per annum, and by Italy of 1.13
per cent per annum will relieve these three great nations
of the payment of any principal at all.

Ninth. As declared in letters issued by the Secretary of
the Treasury for the Government, the money was borrowed
in reality from the American people, and the American
people must in taxes pay every dollar which has been re-
mitfed in the settlements.

Tenth. A definite governmental policy through three ad-
ministrations has prevailed and has been firmly followed.
This policy was that the debts due from European nations
to the United States were individual transactions between
each debtor and the creditor, and unrelated to interallied
debts and in no manner connected with reparations pro-
vided for by the treaty of Versailles.

We come now to the critical period of our discussion.

I have no desire, Mr. President, to indulge in animad-
versions upon either the outgoing administration or any
foreign nations at all. My purpose is more to state the
facts as they have occurred, and then, if I can, to portray
the relationship of those facts to the welfare of the Amer-
ican people.
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It is unnecessary for us fo indulge in the harshness or
in the diatribes of this press that represents international
bankers and constitutes the great American foreign legion.
It is unnecessary for us to do more than point the facts
of what has occurred and what may occur. g

We had, in 1931, a moratorium. The moratorium is now
the excuse—I speak by the book and by the quotations from
practically all of the responsible statesmen of Europe—the
moratorium is now the excuse for the situation in which we
find ourselves and is utilized by the very people to whom it
was extended as a means for crawling out of the bargains
that they made years ago, when they agreed to pay but
little of the debt that they owed to the United States of
America. Not only is it used as the excuse of those who
would fail to pay their obligations to our country, but,
more than that, it is used-by our brethren here in this
country, with their internationalist sympathies, in berating
us and saying that we created a moral obligation by the
moratorium that was passed in 1931. Not so.

Mr. ROBINSON of Arkansas. Mr. President, will the
Senator yield? ;

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Arkansas?

Mr. JOHNSON. I yield.

Mr. ROBINSON of Arkansas. That is due to the fact that
the suggestion of a moratorium came from this side rather
than from the other side.

Mr. JOHNSON. To be sure, yes; but I want to show, too,
that it was the wisdom of Congress that wrote into the law
finally that which would preclude the right to yield to any
such argument at all.

Notwithstanding Mr. Neville Chamberlain on the one
hand and Mr. Herriot upon the other; notwithstanding Mr.
Ramsay MacDonald, who, within a week after the mora-
forium was declared in this country, in speaking to his
constituents at Seaham, said in substance the morato-
rium is the end of the foreign debts—notwithstanding all
these gentlemen indulged in remarks of this sort, they had
no right to, and the most rudimentary knowledge of our
Government should have restrained them. When Mr.
Herriot says that he is entitled to speak in this fashion be-
cause of the actions of our President, and when the inter-
nationalist press says that there is a moral obligation upon
us because of the moratorium and the activity of our Presi-
dent in 1931, I reply, no man should mistake just what was
done by the Congress of the United States at that time.
There was only one power under our Government that had
the right to deal with a subject of that sort, and that power
was the Congress of the United States—Congress, and Con-
gress alone.

When the moratorium was presented to us in 1931, and
when the Secretary of the Treasury went abroad showing
68 telegrams of acquiescence from this body, and several
hundred telegrams of some other sort from some other body
or some other people—when he was boasting of the tele-
graphic response that he had from the Congress: he had
the right to boast of the ease of the administration’s con-
quest. I resented it then, and I resent it still. Nevertheless,
when the Congress came to pass upon the joint resolution,
the Congress wrote into the joint resolution exactly the
policy of the United States of America. No foreign nation
could misread it; no President of the United States—I will
not except anyone—could fail to understand it; and that
provision written into the moratorium law was this:

It is hereby expressly declared to be against the policy of Con-
gress that any of the indebtedness of foreign countries to the
United States should be in any manner canceled or reduced:
and nothing in this joint resolution shall be construed as indi-
cating a contrary policy or as implying that favorable considera-

tion will be given at any time to a change in the policy hereby
declared.

Here were notice and warning, not alone to our own peo-
ple, but notice and warning to all the world. There was the
declared policy of our Government, declared by the only
body that had the right or the power to declare a policy. I
do not care whether these newspapers that represent foreign

interests state that there were conversations between Laval
and the President of the United States or not. I do not
care whether what he said was of one kind, or what he said
was of another, Here, thank God, yet rests the power to
deal with subjects of this sort; and here, in this Congress,
Congress dealt with the subject, and made the solemn dec-
laration of the policy of the United States of America. I
resent the idea that is expressed by some individuals and
that has been published by some of these internationalist
papers that we, by an undisclosed conversation, perhaps,
between the representative of France and our own Presi-
dent, are morally bound, or bound by implication, to do
aught in respect to these debt settlements.

So, Mr. President, so far as the moratorium is concerned,
it affords in reality no excuse. I concede it is the excuse
that is taken all over Europe for the activities in which
these people are now engaging.

Mr. GORE. Mr. President——

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Oklahoma?

Mr. JOHNSON. I yield.

Mr. GORE. I should like to say at this point that I
recently received a letter from a very brilliant American
woman traveling in England. She said that intergovern-
mental debts were a thing that the American people talk
about and the English people act about.

While I am on my feet I should like to say, referring to
the recent remark of the Senator from Arkansas [Mr. Rog-
mvsoN] when he said the suggestion for the moratorium
came from this side instead of the other side, that he
meant this side of the Atlantic and not his side of the
Chamber.

Mr. ROBINSON of Arkansas. Oh, to be sure. I think the
Senator from California understood that.

Mr. GORE. I knew the Senator from California would
understand that, but I was afraid the country might not.

Mr. REED. Mr. President, will the Senator yield to me?

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Pennsylvania?

Mr. JOHNSON. I yield.

Mr. REED. While the matter of the suggestion of the
moratorium is under consideration I do not believe any-
body could claim that it came from the Democratic side
of the Senate.

Mr. ROBINSON of Arkansas. Oh, certainly not.

Mr. REED. And I am sure the Senator will do us the
same fairness by saying that it did not come from the
Republican side of the Senate. As a matter of fact, Mr,
President, it came in response to an appeal from President
von Hindenburg, of Germany—not from either side of the
Chamber.

Mr. ROBINSON of Arkansas. Mr. President, will the
Senator yield?

Mr. JOHNSON. Yes; I yield.

Mr. ROBINSON of Arkansas. So far as the record dis-
closes, it was a voluntary suggestion on the part of the
creditor Government, expressed through the President of
the United States, that the moratorium be authorized in
the interest of the debfors. In other words, the head of this
Nation, presumably speaking for our people, proposed to the
debtors themselves that the payments be not made as they
matured; and it is well known that some of the debtors were
entirely ready to pay. They had on deposit in this country
the funds with which to meet their obligations. It was not
unnatural that they should assume from that that the
policy of the Government of the United States was to extend
the time of payment, if not to modify the payments; but the
provisions written into the law to which the Senator from
California has referred should have clarified any doubt on
that subject.

Mr. JOHNSON. Mr. President, the Senator from Arkan-
sas is entirely right. The request for a moratorium did not
come from the Congress of the United States. It did not
emanate from the American people. God knows where if
came from. I do not know and I do not pretend to know,




1276

except that America neither asked it nor desired it. That is
all. It came from somewhere in the mysterious fashion that
many things have come to us of late.

There is one argument that is made that is always quite
amusing to me. These gentlemen of the international
banks—these gentlemen of the press, who prate, you know,
about stability in Europe—tell us of the marvelous * pros-
perity ” that will come to us if we only yield these debts and
do as Europe says. They stand out there like a brilliant
prestidigitator with the plug hat of finance, and out of that
plug hat, with a legerdemain that is mystifying to the eye,
they pick the rabbit of prosperity; and then, not to be out-
done in the magic of their work, they come forward and they
pull gold pieces from our ears and prosperity of all kinds
from every part of our anatomy. These gentlemen, with
their magic, thus talking of the * prosperity” that is to
come if we yield our debts to Europe, forget in reality just
exactly what it is that they ask, or what a comparatively
insignificant amount are the annual payments to be made
by Europe when spread over the whole Continent of Europe.

“ Prosperity will come to us if we forgive the debts.” That
is the story now with which our people are being beguiled.
That is the tale that is being told those who are hard pressed
and heavy laden, that if we forgive these debts Europe at
once will respond with readier markets and readier coin.
That is, we put upon the overburdened American people
more burden, and then Europe will buy more of our goods.

If it is a fact that releasing governmental debts in Europe
will enable Europe to buy more of our goods, it is equally a
fact that more burdens upon the people of America will make
them less able to manufacture goods to sell.

Governmental debts have not the effect these particular
individuals assert. What is referred to is trade between the
people of the lands themselves. Debts are paid by taxation.
Higher taxation here, it is asserted, will render us more
prosperous, and higher taxation all over our land will enable
us to sell more goods.

I have little confidence in an argument of that sorf, and
particularly have I little confldence in any suggestion of that
character when I realize that, spread over the Continent of
Europe, all the annual instsllments are of little consequence.
When we take the percentages which will be required for
these various countries in their budgets, it is found they
amount to little, When we compare the military expendi-
ture with the expenditure in behalf of these debts, it is found
they amount to less, and when we take the percentage of
their trade it is found to be exceedingly small. So from any
standpoint of mathematics it is utterly impossible to say
that any real prosperity will come to our people by paying
Europe's debts and saddling our people with the payment
of those debts.

There are other reasons which are given. One very in-
teresting individual just before December 15 said, “ What an
outrage it is to insist upon this payment. See exactly what
you will do to the English pound and how the exchanges will
be affected.”

For a moment I was taken with the idea that the payment
by Britain of the sum Britain owed on December 15 would
result in a reduction in the value of the English pound that
would almost shake the whole British Empire and destroy its
stability. So recently I looked up the pound quotations just
before and just after the payment date and I found the
pound quoted as follows:

December 8 e e $3.22145
Decamber 9. e cvieacea S S 3.2314
December 10 - e 3.2615
December 12 s 3.261%
December 13_ L] e BLATHE
Pecemperid oot o 3.28%
December 15 (date of payment) - - 3.2914
67T et ol S e Sl R R S A R S B T 3.303g
December 17. - a8
December 19 AT, 3.317%
December 20 = =0 - 8.835%
BB R e e e e e i o et o s 3.341%

So maintaining its faith was of value to the pound, and
increased the quotations in the markets of the world.
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The story of France in reference to these debts is a sad
tale. It is a tale, indeed, I regret to touch upon, and dis-
like to discuss, but, nevertheless, it illustrates exactly what
is endeavored to be done to us in relation to these debts, and
this stary of France contains its lesson, its lesson which we
in the day to come will have learned, I trust.

France was settled with, as I have indicated, upon a basis
by which, when she pays 2 and a fraction per cent per
annum in 62 years, she will have discharged her entire debt,
principal and interest. Not only that but France was ac-
corded by us other considerations, considerations which
point conclusively to the fact that not only is she able to
pay but, I am sorry to say, she will not pay, though recog-
nizing her ability.

France not only received from us the generous treatment
to which I have referred but France received from us pay-
ment for everything that we occupied in France during the
war, and received good dollars, cash down, for everything we
bought in France during thet time.

France defaults. It is a sorry day in international in-
tegrity and in international obligations.

France defaults. She does not honor her signature. In-
deed, she practically dishonors it.

International obligations, national good faith; how much
have we heard of them in the past? How much did we hear
of them during the war? Oh, the perfervid orations that
were made when necessity scrapped a treaty in Belgium I
do not need to recall to those who sit here to-day. Ah, when
a scrap of paper was made of a treaty then, every one of us,
every individual in this country, engaged in a patriotic
duty, as he thought, was denunciatory of the country which
so far forgot herself, even with dire necessity facing her, as
not to honor her signature to a treaty with the countries
adjoining.

To-day we have here not only a solemn obligation but &
solemn treaty, ratified not alone by representatives of coun-
tries, but ratified by every agency of government that deals
with that sort of question. To-day we have these solemn
obligations, these treaties with these counfries. I have
naught to say about what should be done following a default
or a dishonoring of the signature of any one country. That
will take care of itself, and the price that will have fo be
paid by the nation which thus dishonors its signature is a
price heavier than anyone here could put upon that nation.

We are in an epoch of treaty destruction. We are looking
across an ocean now which I feel is to be at some time in
the future the scene of the world’s greatest activity, to super-
sede in importance the Atlantic Ocean, which now is the
great connecting water link between hemispheres. I look
across the ocean and I see a nation scrapping three solemn
treaties. All of us resent it and all of us detest any nation
doing that sort of thing.

We look back 17 years and we see a nation violating its
plighted troth. To-day we look at that which has been
pledged with us, signed by the governments of Europe, and
we find that that signature which we thought of all signatures
on the face of the earth was the one that could be most relied
upon for ultimate consummation, is dishonored, and that
France declines to honor the claim which justly is held by
this country against her.

Mr. ROBINSON of Arkansas. Mr. President, as reflect-
ing on the ability of the French Government to meet its obli-
gations on the 15th of December, she has just made a loan
to Austria of an amount almost equivalent to the payment
due us.

Mr. JOHNSON. That is correct. Not only that, but let
me state the first significant incident. We had in France
at the end of hostilities some billions of dollars worth of
material and structures. We sold that material to France
for $407,000,000, to deal in accurate figures. The Senator
from Utah [Mr. Smoor] says it was of the value of $2,000,-
000,000. Very well. We sold it to France at a great sacri-
fice, for $407,000,000. :

Then France undertook to sell a part of that material to
other nations of Europe, and France did so. France covered
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into her treasury the amounts for which she thus sold this
material, and the amount she thus placed in her freasury
was a very large fraction of the $400,000,000 she had agreed
to give us. But the $400,000,000 claim for material which
we had sold to France we included in our debt settlement,
and to-day the $400,000,000 is in that debt settlement re-
funded in exactly the same fashion as are funded the sums
that were loaned prior to the armistice and subsequent to
the armistice.

The interesting thing about it is this, that France has
received in money over $70,000,000 more than she has paid
to us thus far in all her settlements for all her debts. So
the strange picture is presented fo-day of France out of
the debt settlement having made over $70,000,000, and the
United States having been paid $70,000,000 less than the
sum France has received for the material we sold her on
credit.

Interesting that is, Mr. President, because there are some
of these internationalists who are chorfling with glee at
the difficulties in which we find ourselves to-day, and some
who justify just exactly that sort of thing.

Nor is that all! France, the other day, contemporane-
ously, practically, with the default in her obligations to
the United States of America, loaned Austria $14,000,000.
France, first, has made $70,000,000 out of our sale to her
of war material. Secondly, she has declined to pay the
$19,000,000 due on account of interest on the 15th day of
December. Thirdly, she just thereafter loaned $14,000,000
to a bad risk on the Continent of Europe. There is a situa-
tion which presents itself which beggars description.

Talk to me about capacity fo pay! Is there anybody here
who has the temerity to assert that it is necessary, in order
to stabilize France and for France's prosperity, that we
forego our debts? I know those here will have no such
temerity as to assert that in reference to France. But what
our internationalists say logically applies to France, just as
it applies to any other nation. Not only did France thus
make her loan and receive the varioys sums she did receive
but it is interesting to see in the New York Times of Janu-
ary 1 the statement that France anticipated in this country,
at the office of J. P. Morgan & Co., $4,000,000 of her bonds.

What a rich thing this is! Whence came the moratorium?
Who can tell? Whence comes the propaganda? Perhaps
we can guess. Where is it trending? There is no doubt.
Where would it have landed us if it had not been for the
foresight of the Congress of the United States by this time
we can all understand and we all can know. Four million
dollars of bonds anticipated in December at the office of J. P.
Morgan & Co.! No wonder Mr. Morgan in 1922 said that
our debts ought to be canceled. No wonder Mr. Lamont in
1932 says they represented exploded shot and shell; and no
wonder that they and all their affiliates are anxious that
we should revise or modify or appoint a commission to
debate the thing indefinitely and thus accomplish the
purpose of our debtors.

Last week’s additions—

Said the New York Times of January 1—

to the December list of bonds called for payment before their
maturity dates were mainly small lots of foreign and municipal
bonds, The final total for the month was £21,309,000, compared
with $29,967,500 for November and $22,164,500 for December, 1931.

Despite the decline in redemptions last month, as compared
with the previous December, two of the six classifications under
which the calls are tabulated showed increases. Retirements of
bonds of issues having large sinking funds accounted for the
major part of the redemptions last month.

Among the few large calls was that of $4,000,000 French Repub-
lic external 7s, due In 1848, for payment as of December 1 at 105
at the office of J. P, Morgan & Co.

I have another United Press dispatch, but I shall not take
the time to read it, but contemporaneously with Poland’s
activities or Poland’s lack of activity concerning the obliga-
tion of December 15 last she transmitted to Dillon, Read
& Co. in New York City a million dollars and more in pay-
ment of some particular private obligation. They can all

do that when they pay to the few, but not fo the many in
the United States of America.
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Lest I forget it, I want to make certain that it Is under-
stood that the Senate once passed upon the percentage that
France received out of the settlement, and solemnly passed
its resolution, Senate Resclution 102, wherein the very fig-
ures I read concerning France’s settlement were adopted
by the Senate and made a part of the official records cf the
settlement with France. I ask leave to place in the REcorp
at this point Senate Resolution 102 of the character I have
indicated.

The VICE PRESIDENT. Without objection, it is so
ordered.

The resolution (S. Res. 102, Tlst Cong., 1st sess.) is as
follows:

Whereas an indebtedness of the French Republic to the United
States in respect of the purchase of surplus war supplies in the
amount of $400,000,000 is due and payable on August 1, 1929; and

Whereas the payment of such indebtedness is provided for in the
agreement (known as the Mellon-Berenger agreement) made on
behalf of the United States by the World War Forelgn Debt Com-
mission and approved by the President, providing for the
and payment of the entire indebtedness of the French Republic to
the United States, which agreement, treating all payments by
France as applied to interest, is equivalent (1) to the cancellation
of such indebtedness and the accrued interest thereon as of June
15, 1925, totaling $4,230,777,000; and in addition (2) to the can-
cellation of all interest accruing on said indebtedness from and
after June 15, 1925, except the equivalent of an annual payment

forda:'! years of approximately 2.17 per cent on said $4,230,777,000;
an

Whereas such agreement specifically provides that it shall not
become effective until ratified in France and until approved by the
Congress; and

Whereas the ratification in France of such agreement, in accord-
ance with the terms thereof, is now under consideration: Now,
therefore, he it

Resolved, That in the passage of the joint resolution (H.J. Res.
80) asuthorizing the postponement of the date of maturity of the
principal of the indebtedness of the French Republic to the United
States in respect of the purchase of surplus war supplies, the
Senate places upon it an interpretation in conformity with the
terms of the preamble above set forth.

Mr. JOHNSON. The United Press dispatch concerning
Poland to which I referred was of December 29, Warsaw:

Despite its fallure to meet the December annuity, the Polish
Government announced to-day that it is prepared to pay $1,490,000,
which includes interest and principal, on the installment due
Dillon, Read & Co. in New York.

The most brutal thing, in my opinion, that is said by those
who are in favor of cancellation of these obligations is,
“ Take what you can get or you will not get anything at all.”
Again and again we hear the statement made, “ Take what
you can get or you will not get anything at all.” This coun-
try never yet has been a mere huckstering fishwife dealing
in that fashion with its just obligations. “ Take what you
can get or you will not get anything at all.” Suppose we do
not get anything. Suppose every nation defaults. America
holds her head high, her self-respect is untouched; she is
still America, America believing in American ideals and
American ideas; and if these nations are not going to pay
their just obligations, we need not humble ourselves and
accept whatever they may seek to dole out to us.

I never should permit, had I the power, that there would
be any other desire on the part of the Government of the
United States in respect to these settlements than to express
ourselves generously, in amity, in friendship and courteously,
but insisting that the settlements must be upheld. If there
be circumstances arising which for the moment we can not
foresee and any debtor desires to present anything to its
creditor, it has the right to do so, and the courteous creditor
would receive, of course, anything the debtor may desire to
present. But in the United States of America now rests the
determination and it is utterly unnecessary, not only un-
necessary, but undignified, for the United States of America
to appoint a commission to deal with a subject that is fore-
closed and to engage in any of the bargaining and huckster-
ing that Europe would have us do.

If reasons can be presented by any European country
where they can show that there ought to be any alteration
in any of the contracts that have been executed, let those
reasons be presented. But I honor the President elect when
he declines to consent to the appointment of a commission
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to deal with the subject that we thought was foreclosed,
although we do not forbid or seek to prevent any represen-
tation or any appeal that any foreign counfry may desire
to make,

Mr. REED. Mr. President, will the Senator permit a
question?

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Pennsylvania?

Mr., JOHNSON. Certainly.

Mr. REED. Does the Senator understand that the Presi-
dent elect is not going to appoint a commission after the
4th of March?

Mr. JOHNSON. I do not know. I have not the slightest
idea. As I read the correspondence that passed between
him and the present President, he declined to unite in the
appointment of a commission upon this subject.

Mr. REED. Then what the Senator means is that he
honors the President elect for not being willing to appoint
a commission before the 4th of March?

Mr. JOHNSON. No; I do not mean anything of the sort.

Mr. REED. Even if he does appoint one immediately
after?

Mr. JOHNSON. No; I do not mean anything of the sort.
The Senator from Pennsylvania knows exactly what I mean.
I mean that I honor the President elect for not falling for
the proposal of appointing a commission at the instance
of the present President to deal with this situation. That
is what I mean. I speak for no President, like the Senator
from Pennsylvania. I am no great politician like he is. I
speak for myself, and for myself alone. The Senator from
Pennsylvania does not need to misunderstand me in the
slightest degree. I welcome the 4th of March. I welcome
a man in the White House who will look out upon this
country with the eye of an American and will do his duty
by America. That is my position, sir.

Mr. President, when the Senator from Pennsylvania in-
terrupted me, I was talking about the brutal speech that is
indulged in oftentimes now by those who insist on settle-
ment and who say, “If you are going to get anything, you
must take what will be given to you.” That is no way for
us to act. That is no way for a self-respecting man of
dignity to act in his own concerns. There is no need for
us to accept any dole from any country on the face of the
earth or to do aught except what we believe we ought to do,
and do that in the light of the situation of our Republic
to-day. So I care not that some one may say that some
country will not pay. That is a matter of some indifference
to me. We can stand it and maintain our self-respect.
Can any nation on earth retain its self-respect that dis-
honors its signature and dishonors its treaty?

Mr. ROBINSON of Arkansas. Mr. President——

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Arkansas?

Mr. JOHNSON. Certainly.

Mr. ROBINSON of Arkansas. With respect to the gov-
ernments that are able to pay and which have refused to
meet their obligations maturing December 15 last for the
purpose of attempting to force the creation of a new debt
commission and negotiations for revision or cancellation, it
seems to me that it would be almost impossible for the Gov-
ernment of the United States to respond to the demand
until such governments have met their obligations or shown
a justification for failing to meet them. In other words,
with respect to the British Government, conditions may
arise by which we would seem to be justified to enter into
discussion. The British Government paid its debt. True,
it attempted to attach a condition which was not accepted
by the United States.

But as to the other governments, and particularly the
French Government, which was in a sfrong financial posi-
tion, but declined to meet its obligation, and thus gave cre-
dence to the statement that it originated the declaration that
“If you do not take what is offered you will get nothing,”
I do not see how it is possible to comply with the request
for the creation of & commission with respect to those
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go;otasmments. or to enter into negotiations regarding the
ebts.

Mr. JOHNSON. Mr. President, I thank the Senafor
from Arkansas and of course I thoroughly agree with him.
I repeat, a nation just as an individual must maintain its
standards, its self-respect, and its dignity. We can afford
the injustice of defaulting, nonpayment, but we can not
afford to be bludgeoned or bullied or frightened into yielding
the right and accepting whatever internationally may be
doled out. Upon the defaulting nation let the onus rest.
‘We can go our way without indeed interfering——

Mr. GORE rose.

Mr. JOHNSON. Does the Senator from Oklahoma wish to
interrupt me?

Mr. GORE. Yes; if I may do so.

Mr. JOHNSON. I yield to the Senator from Oklahoma.

Mr. GORE. I wish to submit this question. Is not the
situation a good deal like a robber coming into a bank and
telling the cashier if he does not deliver all of his cash he is
going to take it anyway? Would that justify the cashier in
giving up the money instead of requiring the robber at least
to carry it forth?

Mr. JOHNSON. The Senator from Oklahoma is a little
more harsh in his example than probably I would be, but
I have no doubt it is quite pertinent.

Mr. BARKLEY. Mr. President——

The VICE PRESIDENT. Does the Senator from Califor-
nia yield to the Senator from Kentucky?

Mr. JOHNSON. I yield.

Mr. BARKLEY. Has the Senator from California calcu-
lated the percentage of the annual French budget repre-
sented by the $19,000,000 that was due on the 15th of Decem-
ber and not paid?

Mr. JOHNSON. I have the figures, though I do not have
them before me at the moment. They may be found in
certain publications, first in relationship to the percentage
of the budget, next in relationship to its trade, and there is
one other percentage which is computed as well.

Mr, TYDINGS. Armaments.

Mr. JOHNSON. Yes; armaments. I can furnish those
figures to the Senator if he would like to have them.

Mr. BARKLEY. My inquiry was prompted by the feeling
on my part that a $19,000,000 semiannual payment is such
a small sum compared fo the ability of a great nation like
France that it seems almost ridiculous that it would fail to
meet it. .

Mr. JOHNSON. It is ridiculous, of course. It is a per-
fectly absurd proposition that anyone should claim a lack of
capacity to pay that sum or that anyone should claim that
that particular amount would interfere with the finances of
a great country or in any degree affect its trade.

Mr. REED. Mr. President, will the Senator permit a
question?

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Pennsylvania?

Mr. JOHNSON. I yield.

Mr. REED. Did not the Senator see the statement made
by the Prime Minister of France that their capacity to pay
was undoubted?

Mr. JOHNSON. Yes.

Mr. REED. My recollection is that at the time of the
debate he admitted that it was obviously the case that they
had plenty of capacity to pay.

Mr. COPELAND. Mr. President——

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from New York?

Mr. JOHNSON. I yield.

Mr. COPELAND. I have in my hand a note which indi-
cates that the scheduled debt payment is 2 per cent of that
nation’s budget, while France is spending, by the way, 27.4
per cent of her budget for armaments.

Mr. JOHNSON. Mr. President, I think the Senator from
Pennsylvania is entirely correct; that it was admitted by
some of those in authority that there was no doubt of their
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capacity to pay. If was not a quesion of capacily; it was
a question of willingness to honor a signature.

Mr. BORAH. Mr. President—

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Idaho?

Mr. JOHNSON. I yield. i

Mr. BORAH. I was going to say that on New Year’s Day
France issued an order for the building of a supercruiser
of 26,000 tons, which will cost $6,000,000 more than the
amount of the debt installment which was due.

Mr. JOHNSON. I notice that England is building a new
cruiser as well.

Mr. VANDENBERG. Mr. President, will the Senator
permit me to make an observation?

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Michigan?

Mr. JOHNSON. Yes.

Mr. VANDENBERG. May I suggest to the Senator from
California, furthermore, that one of the prime reasons
which has always been advanced for our refusal to recog-
nize Russia is stated by President Coolidge as follows:

Our Government does not propose to enter into relations with
another régime which refuses to recognize the sanctity of inter-
national obligations.

It is a rather poor rule that does not work all ways.

Mr. JOHNSON. Oh, no; the Senator from Michigan is
mistaken; it makes a whole lot of difference whose ox is
gored. That is the answer.

Mr. ROBINSON of Arkansas. Mr. President, those were
private rather than governmental debts to which the former
President had reference, were they not?

Mr. JOHNSON. I do not think they were wholly so, as
the Senator will realize if he will recall the Bakmeteff
incident. i

Mr. ROBINSON of Arkansas. That is entirely true, but
the greater bulk of the debts repudiated by Russia were
private debts.

Mr. SHIPSTEAD. Mr. President——

The VICE PRESIDENT. Does the Senator from Cali-
fornia yield to the Senator from Minnesota?

Mr. JOHNSON. I yield.

Mr. SHIPSTEAD. The Senator referred to the small por-
tion of the income of these countries which would be re-
quired to make the debt payments. The three items to
which I think the Senator referred, but as to which he said
he did not have the exact percentages, were undoubtedly
the national income; and less than one-half of 1 per cent
of their national income would be required to make the debt
installment and less than 3 per cent of their budget and
less than one-seventh of what they expend for armaments.

Mr. JOHNSON. Mr. President, it is the silliest sort of
tommyrot to say that these nations can not pay these in-
stallments. We all know that they can pay these install-
ments. It may be hard for a period for Great Britain to
meet them, but that they can be paid there is not any doubt
in the mind of any man who has paid the slightest atten-
tion to this question. The only guestion is whether they
want to pay, not whether they can pay; and that they do
not want to pay is obvious from all that has transpired
during the last few years.

Mr. President, while I deprecate the actions of these
countries abroad, while I regret that they do not honor
their obligations and have not kept their national faith, my
feeling is deeper, it is much more intense, sir, against those
who live in this land and profit from living here but who
render these defaulting nations in every contest they have
with ours all the aid and all the comfort they can. The
people for whom I feel the deepest resentment are not those
across the sea, because, maintaining our self-respect will
ultimately make them regain theirs; the people for whom
I have resentment are the men who call themselves Ameri-
cans and in their inferiority complex and their flatulent
toadyism are doing constantly what they think will win
them a little flattery abroad. That is the class of people
I cry out against.
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The press that thinks as its masters, the international
bankers and international financiers, desire, those who re-
spond to the cry of the dollar and who wish to act for those
across the water—they are the ones that have led us into this
morass; and it is our Government with this moratorium that
has caused much of our trouble. These Americans are the
ones, sir, for whom I feel a deeper scorn than I do for the
Europeans who have dishonored their signatures and broken
their plighted word; and these Americans, day in and day
out, in season and out, are now bludgeoning the Congress—
they are mow, indeed, endeavoring to cajole the American
people—into doing that which they know will leave genera-
tions yet o come in distress and in want.

Many of them, I have no doubt, hold United States bonds.
Let me tell these great newspapers and these international-
ists one way in which it might be possible for us to remit a
part of the foreign debt. Let me suggest to those who want
to remit that debt, and who want to redmce it or cancel it,
that they walk up to the Treasury counter with their own
Liberty bonds and their Victory bonds and say, as patriotic
Americans they ought to say, “ We want Europe released, but
under the providence of God we ask that America be re-
leased, too, and here are our bonds.” I venture to say, sir,
that if we were to enter into an agreement by which there
would be some sort of a remission of the indebtedness of
Europe under such terms, one could stand on Pennsylvania
Avenue until he was petrified into a rival of an Egyptian
mummy and there would not be an international banker or
a member of the international press that would walk down
there and yield up his bonds for America and American
citizens.

Mr. President, I am glad I have opened this discussion. I-

trust that there will be a debate upon this question so that
the people may know exactly what the Congress intends to
do and how it feels. I would, sir, that my voice would carry
across the sea. It will not do so, I grant that; I grant
my stature is not so great, I am not so complaisant with
J, P. Morgan & Co. and other international bankers as to
think that my word will go across the Atlantic Ocean; but
some upon this floor, all, indeed, who have the urge to do
an American deed, all here should stand and speak in such
stentorian tones that across the sea the message will go that
no administration can settle these debts, no international
banker will be permitted to revise or reduce them, no in-
ternational press can befog the issue and drive the Ameri-
can people into reducing them. The only ones that can
do that, say you all in this debate if you participate in it—
the only ones who can do that are the Congress of the
United States, and the Congress of the United States will
not do it, for the Congress of the United States is still an
American Congress. '

Mr. SCHALL. Mr. President, in accord with the magnifi-
cent speech just delivered by my friend the Senator from
California [Mr. Jornson], and as further corroboration
therefor, I ask leave to insert in the REcorp a communica-
tion I have just received from one of the leading citizens of
Mankato, Minn., Judge Hiram S. Goff.

There being no objection, the communication was ordered
to be printed in the Recorp, as follows:

The author has been quite interested in the attitude of Europe
with reference to the war debts owed by them to us as a nation.
I am reminded of the time of the war in Europe when the
United States occupled the unenviable position of trying to be
a neutral and Europe and the high seas were the scene of war
operations.

For a long time it seemed a question of which violated our
neutrality most or oftenest, England or Germany. We had plenty
of cause for war, and notes to all of the belligerent couniries were
exchanged incessantly. England and Germany were the most
frequent recipients of our notes of protest.

Wilson *“kept us out of war,” and we reelected him President.
Immediately following his reelection we were plunged into war
with Germany and her allies. I will not discuss the reason for
our entry upon that side, but suffice it to say that it was the side
on which we entered, and having entered the war on -that side
we went in to win; and our influence, our initiative, our men,
our munitions, our money, and so forth, did their part to win
the war for the Allies and crush Germany.

The Allies were worn down with three years of fighting. Their
morale was bending, their finances were stralned under three
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years of strenuous fighting. America came in with fresh men,
untold resources undrained by war, and helped its new allies
with the munitions of war, particularly finance.

We put on five intensive drives for cash. We subscribed of
our means to all five of the drives and bought thrift-saving
stamps besides. And we loaned that money to our allies as freely
as they asked for it and as freely as our own citizens and finan-
cial institutions loaned to our Government. As near as I know
we loaned our allies in the neighborheood of $12,000,000,000. We
did not give it to them.

At the close of the war reparations were levied against Germany
in an amount neither Germany nor the Allles expected them to
pay. These reparations did not run to the United States, but all
of the other Allies took & generous amount, as it was the policy
then to make Germany pay for the war. These reparations have
been pared down from time to time on account of their being
greater than Germany could pay.

Two years ago President Hoover granted a moratorium of all
international debts. Europe liked that moratorium business. It
got popular. Congress extended it a year., Now Europe wants
more of it. In fact, she wants to cancel or scale down all of the
debts owing the good old U. 8. A, who came to her rescue when
she was fighting f8r her very existence to keep Germany from
cutting the English-French lines in two and cleaning the two
armies piecemeal, taking Paris and the French Army, and then
going over to England at her leisure and carry the battle on to
the English isle. Europe has a thousand reasons why they should
not pay—world equilibrium, peace of the world, etc—we forgave
our debtors, and while it is not a pleasant thing to say, we believe
that either the debts will have to be scaled down to pretty near
nothing or canceled.

At the same time it must be remembered that Europe is in as
much of a turmoil as it ever was. It looks as ready for war as it
ever was. More money is being spent by the countries that owe
us, ten times over, than it would take to keep up the payments on
its debts to us. A spark may set things going, the same as it did
in 1914. If a new war should break out over across, how long
could we remain neutral? Where would our financial interests be?
Would there be elght or nine traitors in Congress who had courage
enough to vote “no” on the question of our entering on one side

" or the other in another European war? (And by the way, were
these men traitors or statesmen?) .

With war imminent, with Europe asking us to cancel loans mad
in the last war, with Europe arming to the teeth, refusing to
yield at armament conferences—what should the attitude of our
country be? That is the important business before FPresident
Hoover and the short session of Congress. There are many angles
to it, but in all probability European diplomacy will win in the
long run.

It seems to the author that the time is nearly ripe to formulate
a new policy with reference to our attitude toward foreign poli-
cies. It is the opinion of some of our best minds that trade
treaties should be made with European nations by which they will
increase their trade with us. Maybe that is the remedy—I don't
know; but there is this to say: If we increase trade and the bal-
ance of trade is to be applied on those debts, Europe must sell us
much more than it buys, otherwise there could be no trade credit
on those foreign debts. Will this arrangement help our manufac-~
turer, will it help our laborer, will it help our farmer? My re-
actlon is to say “ No.”

In connection with this let me call attention to President-elect
Roosevelt's policy laid down to help agriculture. It is simply a
plan to limit production and by limiting regulate prices within
our own country. Has it occurred to our people that if we raise
the remuneration to agriculture we increase the cost of living to
every other class; and if the plan works, a new problem has been
created, i. e., how much can we or should we Increase the cost of
living? Has it occurred to any of us that when you give the
farmer artificial increased income you must debit the rest of the
country by that same increase to the farmer? In other words, you
can't get something for nothing.

Did it ever occur to you that every nation that has attempted
to regulate the law of supply and demand has lost by 1t? Brazil
attempted it by bonding its country to regulate artificially the
price of coffee. She regulated it for 20 years, but to-day her
finances are exhausted and she is at the end of her rope and can
not keep on, and her bonds are nearly worthless in the world’s
markets. England tried the dole, and it has been a financial
faflure. Good minds are advocating unemployment insurance as
a cure-all. It all comes back to the same old proposition—you
can't get something for nothing.

In connection with Roosevelt's suggestion on agriculture, in view
of the armed camp of Europe, in view of Europe's attitude toward
disarmament, in view of Europe's attitude toward its debts, in
view of a mew national policy I think should be adopted, may I
suggest that my reader get hold of and read a good history of the
Chinese Empire, which has endured more than 5,000 years of
known history. Its rulers are the best-educated men of the na-
tion, being selected on account mostly of their knowledge of litera-
ture and political economy. They are the highest-moraled men
in the empire. Under its Government until recent times, when
China has been literally forced to let in *“ foreign devils ” and adopt
at the end of wars of invasion a trade policy with foreign nations,
she has lived at peace with the whole world and for the most part
has had complete internal harmony.

Over two thousand years ago China built around herself her
Great Wall, rated by historians as one of the seven wonders of the
world. Has it occurred to you that for nearly 2,000 years China
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lived behind that Great Wall at peace with the whole world and at
peace with herself and that until civilized nations invaded China
and forced trade treaties with her there was no dissension inside
the empire and China lived at peace with all nations and her
people were for the most part content and happy?

But you will say we don't want to emulate China. Without
knowing what its Government 1s, you will say we don't want any
Chinese system of government, Has it occurred to you that be-
hind that Great Wall printing was invented and developed; that
some of the world’s greatest libraries have been built; that the
Chinese invented and perfected gunpowder; that China had the
finest system of inland waterways before other countries of Europe
thought of inland waterways?

Has it occurred to you that the most highly educated people In
China rule the country, and neither wealth nor birth nor religion
can keep down a learned man from occupying high office?

Did you know that great historians make the statement (see
Standard History of the World, vol. 2, p. 684): “ The Chinese are
industrious, prosperous, and contented, while the people in other
parts of Asia are oppressed and tax ridden by petty despots.”

After all, isn't that the ideal of a people to be industrious, con-
tented, and comparatively tax free and happy? If we are con-
tented, industrious, and comparatively tax free, isn’t that better
than being a world power, having the biggest army, biggest navy,
or greatest commerce in the world?

I am not saying we should emulate China in all ways, but isn't
there food for thought in the Chinese wall that housed a con-
tented, industrious, happy, and tax-free people for nearly 2,000
years without trouble or disorder, until other nations made war
on them to obfain trade treaties? Might we not better adopt
Roosevelt's attitude toward agriculture as our foreign policy and
hide behind a tariff wall built completely around our country
and live unto ourselves? Then if European wars must come, let's
stay behind the wall and live as a neutral; let's keep our money
to use at home.

I have no fear of England cutting off her trade from us. She
would be more likely to make war on us to get our trade, as she
did on China a few years back., Now, let’s hear from some of the
free traders opposed to the great-wall idea. I am not saying it is
the remedy, but I do say there is in it some food for thought.

Mr. REED. Mr. President——

The VICE PRESIDENT. Is there objection to the Sena-
tor from Pennsylvania addressing the Senate, there being
no question before the Senate?

The Chair hears none, and the Senator from Pennsylvania
is recognized.

Mr. REED. Mr. President, I rise not to disagree with
most of what has been said by the Senator from California
[Mr. JounsoN], because with most of what he has said I
agree, from the bottom of my heart. It seems to me that
no more trivial and ridiculous argument has been offered
than that which has been so often uttered in recent days—
to the effect that to take a burden off European taxpayers
and put it on American taxpayers is going to increase Amer-
ican prosperity. Obviously by so much as we increase the
purchasing power of the European by exactly that same
amount we diminish the purchasing power of the American;
and it is only upon the theory that the European having the
purchasing power would buy more American goods than
would the American with the same purchasing power that
we can conceive of any possible advantage to America; and
we all know that no such situation exists.

As have most of us, I have been very impatient with the
sort of propaganda that has been used to induce the Ameri-
can Congress to agree to a further reduction of these debts.
It has been wholly unfair. It has ignored many of the facts
which have been so well brought out by the Senator from
California. I hope, with him, that some of the figures which
he gave will be printed in European newspapers; but I share,
with him, the apprehension that they will not be.

Mr. President, my purpose in rising was to call attention to
the sharp contrast that I think we should make between
those of our debtors who have kept faith with us and those
who have not; and it seemed to me while the Senator from
California was talking that he was not making that distinc-
tion with sufficient force.

I honor the British for the manner in which they have
kept their engagement under great difficulties to themselves,
and I hope that when they approach us and ask to discuss
the situation with us we will meet them halfway, either
before or after the 4th of March, and will hear what they
have to say. Whether we will agree to do anything after
we have heard them is something that no man can tell, and
on that question we all reserve the utmost freedom of
action. The idea, however, that France should be met in
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the same way seems to me to be preposterous. I think we
must draw a sharp line between Great Britain that has
honored her promise and France that, admitting she is able
to keep it, admitting she is able to perform her promise, as
is obvious to all the world, has nevertheless repudiated it to
that Nation to which, above all others on earth, she owes
the utmost gratitude and fidelity.

Not only was France saved from annihilation, in large part,
by the contribution of the American military forces, not
only was France kept from baniruptcy by the generosity of
our American loans, not only was her rehabilitation made
possible by the loans we made to her after the armistice,
not only did we support her in all her greedy demands for
territory at the peace conference, but she has been the
recipient of the utmost outpouring of charity from the citi-
zens of America to villages, towns, and families in France
that has ever been seen on the face of this earth passing
from one nation to another. All that, however, is forgotten
to-day. We are “ Uncle Shylock ” because, forsooth, we ask
for the payment of a debf at less than half in present value
what we advanced to them. We are “ Uncle Shylock ”; we
are detested.

I was in Paris for a few days last summer, and while there
I read in one of the French newspapers the statement that
“ Uncle Shylock,” America, was the only nation in the world
that had ever passed directly from barbarism into decadence
without passing through civilization. Such are the pretty
things they say about us. Of course, we do not like that;
but if for one moment this Congress allowed itself to be
swayed by that torrent of insult which we are receiving
from them into weakening on the debt situation, we would
be false to our oaths of office. I do not believe there will
be a single dissenting voice in the Senate to-day to the state-
ment that so long as they remain in default, so long as they
continue to dishonor their promise, we must refuse to discuss
the subject with them at all.

Mr. President, only one or two words more.

It is true that the European nations have argued, and their
American propagandists have argued, that the granting of
the moratorium in 1931 in some way impaired the integrity
of the debts. It does not ring true when that argument is
made, because back in 1919, during the Wilson administra-
tion, they were given a 3-year moratorium, and it did not
occur to any of them at that time to argue that that mora-

torium—given them by Secretary Guass, as I recall, under

President Wilson—in any way impaired the integrity of the
debts. How much less so it obviously is that the 1-year
moratorium given them last year could in any way impair
the integrity of the debts! It is a new argument, which
probably will disappear as completely as have the other
arguments of the cancellationists.

It does not lie in our mouths to reproach President
Hoover with that moratorium, because practically every one
of us agreed to it before it was granted. We could not do
it in collective session, because Congress was not meeting;
but practically all of us were consulted at the time, and gave
our free consent to the moratorium before it was granted.
We did it for the reason—which was sound then, and is
sound now—that if we had not, the whole of central Europe
would have gone into complete bankruptey in a very few
days.

The Central Bank of Austria had failed. Entire financial
collapse was spreading over central Europe like wildfire.
Germany would have gone within a week had it not been
for this moratorium. The inspiration of it, the original
idea of it, came not from President Hoover but in a wild
appeal for assistance from President von Hindenburg of
Germany, who said that Germany was right at the brink
of disaster.

The moratorium prevented that. It did not bring back
happy days. Doubtless we shall have them after the 4th

of March; but it has not brought them yet. We must not
claim too much for the moratorium; but it can at least
be claimed that it prevented the total collapse of practically
every financial institution in Germany.
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Mr. BORAH. Mr. President——

The VICE PRESIDENT. Does the Senator from Pennsyl-
vania yield to the Senator from Idaho?

Mr. REED. Certainly.

Mr. BORAH. Had it not been for the settlement of Lau-
sanne, if reparations were at this time in full force and
effect, what does the Senator think with reference fo the
probability of a collapse at this time?

Mr. REED. Oh, I think it would happen. I think the
creditor nations of Germany bowed to the inevitable when
they waived the reparations that were coming due at the
scale under the Young plan. I do not think Germany could
have paid them without collapse. At the time our debts
were created, however, there were no such things as repara-
tions, and there is no reason for connecting the two to-
gether. At the time we loaned this money to France it
looked as though France was going to lose the war, much
less get reparations. There was no possible connection be-
tween the conception of the interallied debts and the Ger-
man reparations, because the latter did not exist. To try to
connect them up now and to use their inevitable concessions
at Lausanne—which they had to make—as an excuse for
the cancellation of our debt, seems to me to be utterly pre-
posterous.

One thing more, and I have finished.

My friend from California [Mr. Jornson] said that
although nothing had been done openly, perhaps in the con-
versations between President Hoover and Mr. Laval, the
French Prime Minister, encouragement had been given to
France to think that we would agree to further reduction of
the debts.

That is not a good way to make assertions, it seems to me.
“ Perhaps ” might introduce any imaginary statement of
fact; and I do not think it is fair argument where we have
it on the word of President Hoover himself that nothing of
the sort was said, and where it iz a striking fact that in all
of the torrent of criticism in Paris at the time these debts
were discussed Mr. Laval himself never claimed that any-
thing of that sort was said to him.

When Mr. Hoover says that nothing was said and when
Mr. Laval does not claim that anything was said, I do not
think we need pay very much attention to the random state-
ments in newspapers or to the statements of French mem-
bers of the Chamber of Deputies who were not present at the
conversations, when they claim that something or other was
held out to Laval in favor of a possible reduction of the
debts. There is no competent evidence whatever that any-
thing of that sort was ever said, and there is ample compe-
tent evidence that nothing of the sort was said. In justice to
the present President I believe that that fact ought to be
brought out.

Mr, SHIPSTEAD. Mr. President, I want to protest against
the shedding of these crocodile tears in the United States
by college professors, newspaper editors, and propagandists
in behalf of Europe.

When I say that, I do not intend to cast any reflection
upon the people of Europe. I want to call to the Senate’s
attention the fact that in spite of all that these propa-
gandists have said there is not a country on the Continent
of Europe that has a treasury deficit anywhere in compari-
son with ours, There is no country on the Continent of
Europe that has, in proportion to its population, such a large
percentage of unemployment. There is no country on the
Continent of Europe where there are so many mortgage
sales, so many people dispossessed of their property on ac-
count of domestic indebtedness. I want to call the Senate’s
attention to these advisers of the Senate and the advisers
of the American people and its administration to what great
concern they feel and express over the inability of European
Governments to pay; how little concern they give and how
little they spend on propaganda to bring before us the sorry
spectacle of the American debtor’s capacity to pay.

‘We have in this country to-day American debtors who are
losing their homes, whose businesses are being sold by the
auctioneer and the bankruptcy courts every day. These
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propagandists talk about the sanctity of contracts—sanc-
tity of contracts signed by American citizens, contracts
which they can not liquidate and which they can not pay—
but it seems that when foreign governments sign contracts,
those contracts are not held sacred by these propagandists.

I want to call to your attention, also, the fact that we
have in this country banking houses that are, and have
been for a great many years, the financial agents of foreign
governments. These banking houses have dominated the
foreign and domestic policies of this Government and this
people since the memory of even the oldest Members of the
Senate. These people and these financial institutions are
the same people who are back of the propaganda to main-
tain the sanctity of contracts in the form of debts payable
in gold signed by American citizens for their homes in this
country, even to the extent that they would drive them all
into bankruptcy in order that the sanctity of contracts
shall be preserved.

Mr. LONG. Mr. President, will the Senator yield?

The VICE PRESIDENT. Does the Senator from Minne-
sota yield to the Senator from Louisiana?

Mr. SHIPSTEAD. I do.

Mr. LONG. The Senator is not raising objections to
their control over international affairs, is he, in view of
their pretty well governing hand in domestic affairs? It
seems to me it is merely making it uniform.

Mr. SHIPSTEAD. I object to their domination of both
domestic and international affairs.

So far as the moratorium is concerned, it was not neces-
sary for us to ask for it. Germany had the right to ask
for it under the Young plan. Everyone knows that at the
time the moratorium was declared reparations had gone by
the board. Everyone who knew anything about the subject
knew that Germany could not pay, and would not pay, and
" that if any government in Germany had tried to make the
German people pay, it would have been thrown out by a
revolution.

This debate to-day has recalled to my mind the grea:
mass of propaganda, the concern expressed by people in
almost every walk of life in the United States for the capac-
ity of European Governments to pay, and in confrast with
that, the almost entire absence of any concern for Ameri-
can debtors’ capacity to pay.

As a macter of fact, when they begin to talk about pros-
perity being returned to the people of the United States
through cancellation of foreign debts, the foreign debts are
g mere bagatelle in comparison to the overwhelming debt
of the American people that can not be paid. It would
seem to me that it would come very well within the prov-
ince of Congress to give some concern to domestic prob-
lems, to the problems of the domestic debtor, with his
obligations payable in gold, and with the price of gold
advancing beyond his reach to the extent that he can not
pay; and so his property is being sold in every State in the
Union and in every county in the Union, in every village and
township, for taxes that he can not pay.

Mr. President, I do not care to take up the time of the
Senate further. I ask unanimous consent to print, as a
part of my remarks, an address made on the 20th day of
July on the question of cancellation of intergovernmental
debts.

There being no objection, the address was ordered to be
printed in the Recorbp, as follows:

I appreciate the honor the Washington Star has shown me by
as me to discuss this apparently complicated, but really very
simple, subject of war debts.

The postwar debts, like every debt in this world, have been
causing great concern to governments and citizens in every coun-
try. These post war debts are of two kinds. One class comes
fuunder the terms of the treaty of Versailles and is called repara-
tions, to be paid as a war indemnity to the victor nations by

Germany. Under the Dawes plan in 1924 these were fixed at
$28,000,000,000. It having become apparent that Germany could

not pay further reparations, after having paid $8,000,000,000, this
emount was reduced to $1,000,000,000 by the treaty of Lausanne,
and then to be paid only when economic conditions in Germany
make it possible for her to pay.

The other class of debts is the debts of the allled governments
to the Government of the United States for money borrowed
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during the war and after the signing of the armistice. At the time
of the debt settlements this debt amounted to a little over $12,-
000,000,000 and of this amount nearly $4,000,000,000 was borrowed
after the armistice. Under the terms of the debt settlement these
governments agreed to pay to the Government of the United
States certain sums of money each year and the sums so paid
annually amount, as averaged for all governments, to 25 per cent
on the $12,000,000,000 due at the time of the debt settlement.
This was agreed to be paid for 62 years and then is to be paid
no more. This means that the United States assumed payment
of this $12,000,000,000 of principal by transferring this debt to
American taxpayers and agreed to receive annual payments
amounting to 25 per cent annually for 62 years.

That this settlement in effect amounts to cancellation of the
prineipal of the debt is admitted. In a Senate resolution passed
June 19, 1929, giving the Senate’s interpretation of the debt set-
tlement with France, and which interpretation covers in principle
the other debt settlements, the resolution stated in part as follows:

“ Their debts exceeding $12,000,000,000—or, to be exact, $12,090 -
667,000—were canceled, the debtor nations agreeing merely to help
us out in paying interest on the money we had borrowed to loan
them. Yes; and all they are to pay, taken together, is 25 per
cent interest annually for 62 years on this $12,000,000,000. Then
they are through. We must pay the $12,000,000,000 without help
and also the difference between this 25; per cent interest and the
interest we are paying on-the money we borrowed to loan them."”

Since the debts were funded, the Government of the United
States has levied on our taxpayers the sum of $4,420,000,000 in
round numbers to pay to our bondholders the interest on the
money that was loaned to the allies. These allies have paid in
the same time the sum of $1,877,000,000 to the United States,
leaving a net cost to us of cost over receipts of $2,365,000,000. This
sum represents the amount of cost to us over receipts on this
account since the settlement was made and this is approximately
the amount of the Treasury deficit.

You taxpayers who have heard so much about the balancing of
the Budget and the high taxes to balance it should bear in mind
this debt settlement among other things. So instead of being
Shylocks our taxpayers have been contributing this sum to foreign
taxpayers to date in addition to assuming the payment of the
principal of the original debt of $12,000.000,000.

The “ gentlemen's agreement” at Lausanne is a reservation on
the reduction of ecancellation of reparations in that England,
France, Belgium, and Italy agree that unless they can collect the
reparations from the United States in the form of cancellation
of sums to be paid us under the terms of the debt settlements
the agreement with Germany should not be binding and another
conference is to be called.

Our former associates have taken the position that unless they
can collect war indemnities from Germany their agreement to
pay us certain sums in the next 62 years should be nullified. It
was common talk in Europe a year ago that the Hoover mora-
torilum meant that all payments on intergovernmental debts
would cease.

The Government of the United States had at all times refused to
officially agree to have payments of debts for money borrowed de-
pendent upon the war indemnities. To enter into such an agree-
ment would mean that if reparations can not be paid, the allied
governments will not pay us what they have agreed, and Uncle
Sam would then have to levy taxes to pay the difference. In effect
this would mean that the American taxpayer would pay the war
indemnity instead of Germany. In addition, it would mean that
additional taxes will be levied on American taxpayers in order to
release further credits to build armies and navies in Europe and
further imperialistic policies on the Continent and in Asia.

President Wilson in 1920 stated in & letter to Lloyd George as
follows: “ The United States fails to perceive the logic in a sug-
gestion in effect either that the United States shall pay part of
Germany's reparations obligation or that it shall make a gratuity
to the allied governments to induce them to fix such obligation at
an amount within Germany's capacity to pay. This Government
has endeavored heretofore in a most friendly spirit to make it
clear that it can not consent to connect the reparation question
with that of intergovernmental indebtedness.”

In ratifying the Hoover moratorium Congress attached an
amendment to the resolution of ratification, in which amendment
it was expressed that it is the sense of the Congress of the United
States that the sums owed to the United States under the debt
settlement shall not be canceled.

After the secret “ gentleman'’s agreement " leaked out Herriot, of
France, stated that that agreement merely carried out the con-
versations of Laval and Hoover last fall. Mr. Chamberlain, of
Great Britain, stated the parties to the agreement had had the
benefit of consultation with representatives of the American Gov-
ernment. However, after the President and the Secretary of Btate
in letters to Senator Boram denied such agreements having been
made by us, both Herriot and Chamberlain said they had been
misquoted.

The fact remains that European governments believe that after
this fall's election, agreements will be made with us to reduce or
cancel the payments that still remain unpaid.

The American taxpayer has paid for so many mistakes of his
statesmen that these statesmen seem almost justified in believing
that he is willing to pay some more. -

Let me make it clear: The cancellation of these sums will not get
rid of the debts. It will only transfer, what has not already been
transferred, to the taxpayers of the United States for payment.
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The total cancellation of $12,000,000,000 of the debt due at the
time of the debt settlement means that taxpayers of the United
States pay to the holders of the Liberty bonds a sum equal to about
$100 for every man, woman, and child in the United States. This
is on account of principal alone. The additional payments on
account of interest will depend on the length of life of the Liberty
bonds. The further cancellation of the 25 per cent payable annu-
ally for 62 years will mean an additional annual burden of approx-
imately $250,000,000 on the taxpayer of the United States.

In 1924 when it became apparent that Germany was not able to
pay reparations in the amount her former opponents thought she
ought to pay, the Dawes plan was created. This plan called for
funding of part of the reparations by the selling of German bonds
to investors all over the world. A great many of them were gold
here. This gave rise to a conflict of interests between the private
investor who had bought German and other foreign bonds and the
taxpayer who is responsible for payment of the Liberty bonds.
Later more bonds were sold to fund reparations under the so-called
Young plan.

American banks also loaned huge sums of money to Europe on
long and short term credits. The long-term credits were usually
sold to people in the form of bonds. The short-term credits were
carried by the banks. As the amount of private loans of this
character increased the conflict between the private investors,
bankers who hold these private investments, and the American
taxpayer also increased. It is apparent that debtor governments
and our own private investors in foreign securities are combining
their forces in a concerted drive the American taxpayer for
the purpose of placing their debts and doubtful investments on
g ta.xpt t_'as"erls‘ back. That is stating it bluntly but appears to be

act.

It has been apparent for some time that the day will soon come
when the Government of the United States would have to make 8
decision as to whose interest should be protected first, that of the
taxpayer or that of the private investor and banker. If Europe
can not pay both, will the Government reduce or cancel the for-
eign debts owing to the taxpayer and so make it possible for the
private investor and the banker to collect, or will the Government
refuse to reduce or cancel in order to protect the taxpayer and
leave the private investors and the banker to take a chance of
collecting on his investments? The day for that decision seems
now to be upon us. In fact, it was upon us a year ago at the time
of the announcement of the Hoover moratorium. That decision
by the American Government was against the taxpayer and in
favor of the private investor and foreign governments. If the
payments then postponed by us are not paid when agreed to,
this year’s moratorium alone will cost the American taxpayer
$250,000,000.

Certainly debts, whether private or public, whether national or
international, are an extraordinary burden at this time due to the
fact that they were borrowed in terms of cheap credit money and
now payment must be made in money or commodities based on
the high relative value of gold. But this injustice all debtors must
suffer, whether public or private, national or international. The
Governments of Great Britain and France and other European
countries have gone a long way to eliminate this injustice to their
own debtors by reducing the value of the pound and the franc,
The Government of the United States, so far having refused to
take cognizance of this injustice to our debtors, whether foreign
or domestic, has greatly increased the burden of debts to and
within the United States.

However, not until if and when our own Government removes
this injustice to our own citizens who are debtors should foreign
debtors expect any relief in this S

The world is drifting toward chaos because of lack of confidence.
This drive to cancel international debts is helping to destroy
whatever confidence there is left. When confidence goes credit
goes. As credit is destroyed, trade is destroyed. We hear a good
deal about capacity to pay. Let us think of the capacity of our
own citizens to pay, burdened with increased deficits and further
undermined confidence in the Government.

Another discouraging but significant thing is that while gov-
ernments and peoples are complaining about taxes to pay debts
it seems impossible for them to come to an understanding of the
necessity for reduction of expenditures, particularly for arma-
ments. The nations of Europe are spending seven times more on
armaments than they are paying the United States on debts still
due to us, and what they have paid to us they have paid out of
moneys received from Germany and which Germany horrowed.
If these nations would cut their military and naval expenditures
by one-seventh they could pay the sums to us that they have
agreed to pay. What they have agreed to pay the United States
amounts to less than one-half of 1 per cent of the national incomes,
less than 8 per cent of their annual budgets, and less than one-
seventh of what they spend for armaments each year. As a re-
sult of this large expenditure for armies and navies, our own ex-
penditures for armaments are many hundreds of millions of
dollars more annually than we otherwise would spend.

The American Government has proposed at Geneva a reduction
of one-third in armaments and this propoesition has been refused.
I have introduced a resolution in the Senate which provides that
if the governments of Europe will agree to a gradual progressive
reduction of armaments of 5 per cent each year for 10 years and
if they will further agree to abolish conscription for all military
purposes for a perlod of 30 years, total 40 per cent, the Govern-
ment of the United States will relieve them of all payments due
us. This proposition is based on the theory that if conscription
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were abolished for 30 years it would ensure world peace for that
perlod. We would save to our taxpayers in reduced expenditures
for armaments during that period more than these governments
owe us now. International confidence and security would be as-
sured, because peace would be assured, and as a result interna-
tional credit and trade would be revived. The world would have
30 years in which to revive domestic and international commerce
under the blessings of peace, and the resulting income to tax-
aners would be so increased that the added tax would not be a
urden.

However, up to the present time such arrangement does not
seem acceptable to n governments. Therefore cancella-
tion or reduction is out of the question. They seem to be drifting
back into the pre-war system of secret diplomacy and forming
alliances for balance of power, apparently confident that after
the American elections their debts to us will be canceled. In this
hope and aim they are encouraged by an army of propagandists
here as numerous as was marshaled at the time the drive was
organized to get us into the war. Bankers had their stake in
the war as they now have in cancellation.

Whatever justification there may be for the hope of cancella-
tion after the elections are over remains to be seen.

To the United States this demand for cancellation of.sums owed
us comes at a time when we are already overburdened with pay-
ing up loans, when we have a bigger deficit in our Treasury than
any other country, when we have a higher percentage of per
capita unemployment than any other couniry. It comes at a
time when we are trying desperately to recover from the 15-year
dissipation of credit resulting from running our printing presses
night and day printing evidence of debt in the form of stocks,
bonds, and mortgages and of them to investors from the
Atlantic to the Pacific and from the Gulf to the Canadian border.
The result of this working of the printing presses overtime has
now made it necessary for the present administration and Con-
gress to obligate the Federal Government to extend credit in the
amount of over $4,000,000,000 to bolster up the tottering credit
of banks, transportation systems, and other private industries.

In the absence of a will to reduce expenditures on armaments
I do not see how the United States Government can agree to place
more European burdens on the back of the American taxpayer.
Let us hope that as a result of the terrible price we are already
paying that the American citizen will learn by this bitter experi-
ence to be more wary in the future about being led into other
international adventures under the guise of peace and wars to
end wars when in fact these usually prove to be merely what
President Wilson, after his apparent disillusionment, in an address
at St. Louis, so pathetically said that the last war was only another
commercial war.

One wonders whether the bones of Woodrow Wilson would not
turn over if they could but understand the brazen conduct of
those whose back we protected from 1914 to 1917. Surely never
before has the good nature and almost puerile faith of a people
in its pretended friends been so abused as they have been in the
case of the American people who in 1917 hurled themselves into
a fatuous crusade for the benefits of governments which to-day
are forming precisely such a coalition, such a ring of iron, as
caused the war in 1914.

To those who are listening to me I ask how long will you suffer
being used as mere pawns in the game of international finance
and politics? Don’t you think it is time for you to wake up?

REFINANCING OF FARM MORTGAGES

Mr. GEORGE. Mr. President, out of order, I ask unani-
mous consent to be permitted to introduce a bill and to offer
a brief word of explanation.

The VICE PRESIDENT. Is there objection? The Chair
hears none.

The bill (S. 5329) to provide for the refinancing of farm-
mortgage indebtedness by the Reconstruction Finance Cor-
poration was read twice by its title. 3

Mr. GEORGE. Mr. President, the bill which I introduce
has been to-day introduced in the House by the Hon. E. E.
Cox, Congressman from the second Georgia district. It
undertakes to provide for the refinancing of farm mortgages,
briefly, upon the basis of an agreement between the mort-
gagor and the mortgagee to scale the mortgage to 50 per cent
of the original indebtedness, and upon the further condition
that upon a fair appraisal the land be found to be of the
value of 50 per cent of the mortgage indebtedness. It also
provides for the recovery of lands foreclosed and reduced to
the possession of the mortgagee upon substantially the same
conditions. It undertakes fo use the Reconstruction Finance
Corporation, to which we have given wide power—indeed,
back of which we have put the credit of all the taxpayers
and all the resources of the taxpayers. The Reconstruction
Finance Corporation has now established regional agricul-
tural-credit banks in all parts of the United States. These
banks are provided with field men. They have to do with
farm conditions and farm credits.
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The Reconstruction Finance Corporation will be given, if
the bill is enacted into law, increased borrowing power, but
under the same conditions which they are now privileged to
exercise for the benefit of banks, trust companies, mortgage
companies themselves, railroads, and other financial, com-
mercial, and industrial institutions.

Mr. President, the basis upon which it is proposed to re-
finance the farm morigage is the agreement between the
debtor and creditor upon a value at which the mortgage will
be refinanced. I have suggested 50 per cent in this bill. If,
upon a hearing, it be found that the fair average value of
the lands held under mortgage would justify a higher per-
centage of the original mortgage indebtedness, that is, of
course, a matter for subsequent consideration.

The point I wish to make at this time, without arguing
the merits of the matter, is this, that it is entirely cbvious
to anyone who has given any thought to this very important
domestic guestion that the farmers of the United States
can not repay the loans upon their farms under existing
conditions, in view of the wide disparity between the value
of the American dollar and of all basic commodities. I
think it is time that we recognize that money has fo make
up its mind to take its loss, as the farmers have taken their
losses, as the merchants have taken their losses, as the
professional men have taken their losses, indeed, as all
lines of business have heen compelled to take losses in
this great emergency.

There is no compulsion proposed. There is a frank recog-
nition that, soon or late, there must be a scaling down
of the fixed indebtedness against the American farm, and,
I may add, the American home, or else we will go in the
present slow process of liquidation through foreclosures
and bankruptcies, thereby prolonging this depression.

I submit this bill, Mr. President, and ask that it be sent
to the Committee on Banking and Currency, and I shall
ask that committee to give consideration to the bill at the
earliest possible time.

The VICE PRESIDENT. The bill will be referred to
the Committee on Banking and Currency.

WITHHOLDING OF ARMY, NAVY, AND MARINE CORPS PAY

Mr. KING. Mr. President, yesterday Senate bill 4810, to
authorize the Secretary of War or the Secretary of the
Navy to withhold the pay of officers, warrant officers, and
nurses of the Army, Navy, or Marine Corps to cover indebted-
ness to the United States under certain conditions was
passed. I desire to enter a motion for the reconsideration
of the vote by which that bill was passed.

The VICE PRESIDENT. The motion will be entered.

CALL OF THE ROLL

Mr. BORAH obtained the floor.

Mr. CONNALLY. Mr. President, I make the point of no
quorum.

The VICE PRESIDENT. The clerk will call the roll.

The legislative clerk called the roll, and the following
Senators answered to their names:

Ashurst Costigan Hull Robinson, Ark.
Austin Couzens Johnson Robinson, Ind.
Balley Cutting Kean Schall
Bankhead Dale Eendrick Bchuyler
Barbour Davis ng Sheppard
Barkley Dickinson La Follette Shipstead
Bingham Dil Logan Shortridge
Black Fess Long Smoot

Blaine Fletcher McGill Steiwer
Borah Frazier McKellar Swanson
Bratton George McNary Thomas, Idaho
Bulkley Glass Metecalf Thomas, Okla,
Bulow Glenn Moses Townsend
Byrnes Goldsborough Neely Trammell
Capper Gore Norbeck Tydings
Caraway Grammer Norris Vandenberg
Carey Hale Oddie Wagner
Cohen Harrison Patterson Watson
Connally Hastings Pittman Wheeler
Coolidge Hayden Reed White
Copeland Howell Reynolds

The VICE PRESIDENT. Eighty-three Senators having
answered to their names, there is a quorum present.
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ECONOMIC CONDITIONS—POSTWAR PROBLEMS

Mr. BORAH. Mr. President, the able senior Senator from
California [Mr. Jounson] has opened the debate on the ques-
tion of the foreign debts, and, in view of the fact that we
are to-morrow to take up a matter of legislation with the
progress of which I do not desire to interfere, I am going to
discuss the matter of the debts this afternoon. I had not
expected to do so but I feel I shouyld not retard important
legislation.

There are some things which ought to be conceded with
reference to the debts, and which may well be regarded as
outside the limits of debate. In other words, there are ques-
tions associated with the debts about which there need not
be, it seems to me, any real controversy, certainly so far as
this body is concerned.

It ought to be conceded that these debts are justly owing,
and that they are due and payable in accordance with the
terms which are specified in the contracts of settlement.

It ought to be conceded also that we have been fairly
liberal in the adjustment of the debts. All the equities in
relation to the debts have been settled and eliminated. So
far as the debts singly and alone are concerned, we have
been fair in our treatment of the debtors.

I refer briefly to a matter to which the Senator from Cali-
fornia referred. Mr. Wilson, then President, announced
early in the consideration of these matters that we would
not claim any territory, we would not claim anything in the
way of reparations, that those were matters to which the
United States would lay no claim whatever.

That was one of the wisest proposals which ever accom-
panied the adjustment of affairs at the conclusion of a great
war. Let us imagine for a moment the sifuation in the
world to-day if that policy had been adopted by the other
nations. ;

I venture to believe that if they had adopted the policy
announced by Mr. Wilson, a policy also announced by a
Prime Minister of England at the close of the Napoleonic
wars, we would at this time be 50 years in advance of where
we are in the way of the adjustment of the economic diffi-
culties growing out of the war. It was not merely a ques-
tion of refusing to take any part of the spoils of war, but
it was the announcement of a policy which, it is most un-
fortunate, the world did not accept in full. The division of
territory following the war will torment the world for dec-
ades. It is one of the things to which we have a right to
call attention in the consideration of the equities of the
situation with reference to these debts, but it is of much
greater significance than has been given it.

I am quite willing to admit that if these debts are not
paid by the foreign governments, they will have to be paid
by the taxpayers of the Unifted States. We issued bonds
and some one must pay them. Our taxes are already ex-
ceedingly high, and there is no reason why we should un-
load any part of the obligations of foreign taxpayers upon
the taxpayers of the United States. In other words, Mr.
President, so far as the debts in and of themselves are con-
cerned, so far as the obligations which represent them are
involved, and taking the debts naked and alone, there is no
justification for the reduction or the cancellation of these
debts. With that I entirely agree. But that is not all
there is to this problem. I can not look upon the debts
divorced wholly from the problems which must be solved
before we break this depression. I can well agree that
unless something more valuable can be secured to the fax-
payers of the United States than the debts themselves, un-
less adjustments can be brought about which will inure to
the benefits of taxpayers in excess of any benefits which
they may receive from the payment of the debts, there is
no good reason for longer discussion of the question of the
adjustment of the debts.

The question is, Is there anything to be had through ad-
justment more valuable to the people of the United States
than these debts? I think there is. If we could open
the markets for the American farm, revive trade and com-
merce, reestablish our monetary systems upon a sound basis
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and drastically reduce the armaments of the world—speak-
ing now of armaments purely as an economic proposition—
I think it would be infinitely more valuable to the people
of the United States than the payment of the debts. So
far as I am concerned, therefore, whenever a program is
presented which gives reasonable assurance to me that there
will be a readjustment or an adjustment of the postwar
problems which in my judgment now stand in the way of
normal operation of economic laws, I am perfectly willing
to consider the debts as a part of the program. If these
debts can be used in a program which will brake the de-
pression, save the homes and businesses of our people, I
shall not hesitate to support the program.

I begin my discussion to-day from the viewpoint of the
farmer. I do so, Mr. President, for two reasons. In the
first place I have given more consideration to this question
from his viewpoint than I have from the viewpoint of any
other sector of the community. Representing as I do a
State which is deeply interested in the agricultural question,
necessarily I have thought more of this matter of settlement
as to how it would affect the farmer than I have as to how
it would affect the manufacturer, the banker, or the man
holding securities.

There is a second reason why I begin with the farmer,
and that is that I do not believe there is any such thing as a
restoration of real and permanent prosperity in the United
States without a restoration of prosperity to the American
farmer. We can not restore prosperity in the United States
by beginning at the top. We can not restore prosperity by
beginning with those who manipulate wealth. We must
begin with those who produce wealth. We have noticed
time and again during the depression that there would be
a flurry in certain quarters, a suggestion of a return of
prosperity. Stocks would take a rise, securities would seem
to increase in value, and there would seem to be some assur-
ance that we were again upon the road to prosperity. The
news would go forth, great hopes were built up, and assur-
ances that better times were near at hand.

But never at any time did that evidence of prosperity reach
the producer, never at any time did the price of his com-
modities begin to rise, and never did it seem to affect favor-
ably his situation. The result was that the flurry, for what-
ever it was worth, was soon at an end, and so it will be until
we find a way by which to raise the price of commodities, by
which to increase the value of that which comes from the
soil and from the mine. Thus I am discussing it from that
standpoint alone, although in my opinion the argument
which I shall adduce, if it is relevant or effective at all,
would apply to other sectors of the community.

Mr. President, in 1930 the foreign trade of the world fell
$11,500,000,000, something which had never happened in the
same length of time to such an extent. In 1931 it fell
$13,500,000,000 and in 1932 it was 21 per cent below that
of 1931. At the same trend and the same rate of decline
in 1933 we would reach zero in the matter of world trade.
Of course, we shall not reach that point because there are
some exchanges and some trade that must necessarily go
on; but it discloses the tendency which has been in vogue
since 1930 and which undoubtedly, if conditions are not
changed by reason of the adjustment of certain problems,
will continue until it will be practically at an end. How can
the world recover under such conditions and how can our
own country recover? And what is the remedy?

From 1929 to and including 1932 over 14,000,000 fons of
shipping was laid up. That is more tons of shipping than
were destroyed during the entire World War. At the present
time shipbuilding is at an end, practically nothing being
done in that line so far as merchant ships are concerned.
Since 1929 Great Britain, Germany, France, Italy, Austria,
and Hungary have decreased their purchases in the United
States by over 60 per cent. It is to these facts that I ad-
dress myself in attempting to come to a conclusion as to
what we shall do with reference to these postwar problems.

I do not know of any way by which fto restore the world
trade, to open commerce, and to give a reasonable increase
to the price of commodities except through the method
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which I am about to suggest. If there be another way it
has not been suggested. If there be another method it has
not been proposed. Unless we are able to revive trade and
commerce and again to build up the market, I can not see
any reasonable return of prosperity in the United States.
At the bottom of this awful depression is the reduced pur-
chasing power of the masses. How are you going to restore
it? The payment of these debts will not restore it; the
payment of these debts will not stop foreclosure on the
farms. All these things began while reparations were still
being paid, while debts were still being paid. If you are
to restore the purchasing power you must look beyond the
debts. You must look for the opening of markets, to the
money problem fo ending this exploiting the people for
armaments.

Anocother question which we should mention in the be-
ginning of this discussion is the money question. There are
32 nations now off the gold standard. There are only two
nations of any moment that are on the gold standard, and
they are France and the United States. Whatever may be
the value of the gold standard in ordinary times and under
normal conditions, we know as a practical fact that it has
utterly failed when it was called upon to meet the stupen-
dous burdens which were imposed upon it by reason of the
World War. We are now at this time, Mr. President, day
by day paying a high premium for remaining upon the gold
standard, while the other nations of the world are deal-
ing with a cheap or a debased currency.

There is no hope for the American farmer to get any
part of the world’s trade or to get back his market or to
restore any part of his prosperity which was derived from
world frade, so long as he has to compete with nations pro-
ducing the same kind of commodities and operating upon
a cheap currency basis. If is the same as a high tariff upon
the part of those countries against the importation of the
goods from America. Until the money question is adjusted,
however it may be done—and I am not going to discuss
that at this time—but until that problem is adjusted and
we are placed upon the same basis as other nations with
reference to exchange, it seems to me that we must be
prepared to see the American producer suffer during the
meantime.

It is literally true, Mr. President, that to-day all through
the vast West the American farmer can not get sufficient
credit or sufficient currency to pay for the harvesting of his
crops. Strange as it may seem in the United States, in a
large portion of the United States they are approaching a
state of barter, and by reason of that fact the farmer suffers
correspondingly in the loss of a price for his products. The
demoralized money system is crucifying the farmer,

What is the condition of the American farmer to-day?
The American farmer at this time owes about $12,500,-
000,000. It is drawing a rate of interest of from 6 to 7 or
8 per cent. That is the amount of the indebtedness upon
the face of the paper. But measured by the price of com-
modities at the time he confracted the debts and the price
of commodities now, the debts would amount to nearer $30,-
000,000,000 than $12,500,000,000. It takes at least three
times the amount of commodities at this time to purchase a
dollar with which to pay his debts than it did at the time
he coniracted his debt. Nothing but bankruptcy is ahead
unless there is a change of policies.

The farmer under this program can not pay out. There
is no way, so far as any program now presented is con-
cerned, by which the farmer can escape. It serves no pur-
pose to lend him money. It serves no purpose fo give him
a debenture or‘an equalization fee or to atfempt to take
care of the surplus when everything which he produces is
surplus. Without an increase in the price of commodities
fhere is no possible chance for him to pay out. :

The farmer in 1929 sold 54 per cent of his cotton abroad,
41 per cent of his tobacco, 33 per cent of his lard, 33 per
cent of his condensed milk, 20 per cent of his wheat, 20 per
cent of his rye. As has been said, that which he may secure
in the foreign market fixes the price of what he may secure
in the home market. In 1929 our exports all told were of
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the value of $5,500,000,000; it has fallen to about $1,500,000,-
000. Cut the foreign demand out of the possibility of the
farmer to dispose of his product and it is impossible for him
to prosper upon his local market. I am one of those who
believe that the farmer, in order to enjoy a reasonable return
to prosperity, must enjoy to some extent the foreign market,
and for that reason we are interested in the adjustment of
these matters. How can the farmer get back his prosperity
until he gets back his markets and how can he get back his
markets until these barriers to trade are removed?

Mr. President, let us review for a few moments what seems
to me to have brought on this condition in which we now
find ourselves. Perhaps we can more readily find the rem-
edy. I do not mean to say that there have not been local
questions and local policies which have had their effect and
have accentuated economic conditions in respective coun-
tries. I do not mean to say that conditions may not be
alleviated or improved to some extent by reason of local
policies or local legislation, but it is my firm belief that, with-
out the adjustment of the postwar problems which stand in
the way of world economic recovery, there can be no real
return of prosperity to the American people. So long as the
foreign market is demoralized, so long as foreign frade is
practically dead, so long as the money markets are disar-
ranged, and we are competing with the cheap currencies of
the world, so long as the Orient is without a medium of
exchange, so long as armaments drain the pockets of the
people, I do not see how it is possible to increase the prices
of commodities or to restore the purchasing power of the
masses, which are essential to the restoration of prosperity.

At the close of the war the damages assessed against Ger-
many, in the first instance, were about $50,000,000,000. The
London conference fixed the amount finally at $32,000,-
000,000, nearly three times the amount of the monetary gold
in the world. We had about $11,000,000,000 due us from
foreign nations. There were about $168,000,000,000 of in-
debtedness growing out of the war, resting upon the backs
of the human family, and they were set to work to pay
$168,000,000,000 in the way of a “ dead horse.,” The ener-
gies and the brains and the productive power of the human
family since the close of the war have been engaged in pay-
ing for the indebtedness growing out of the war. That, of
itself, would destroy any normal economic system. The
people have not been toiling and sweating for the future
but for the past, not for constructive enterprises but for
past destructive enterprises. They are still paying for the
war.

There are only three ways of which I know by which a
nation can pay its debts. One is in kind, in goods. But
just as soon as it was known that Gerinany was going to
have to pay $32,000,000,000 every nation which would receive
goods from Germany instinctively, as in self-defense, imme-
diately increased its tariffs. It has been said that the United
States led the way in increasing tariffs. It took its part and
joined the procession, but the increase in tariffs against
Germany began in Europe as early as 1922 and 1923. The
entire world finally raised its barriers against all the debtor
nations so that it was impossible for them to pay in kind.
There was no way by which they could ship their goods into
countries which they owed. The result was that, so far as
payment in kind was concerned, it was practically wiped out.

The other way by which a debtor can pay his debts is by
way of service, by way of shipping, and so forth; but that
we need not discuss because the ships of Germany were at
the bottom of the sea.

The third way is by payment in gold. If the debtor
nations, all the nations owing this $168,000,000,000, were
to pay, they must pay in gold. There was in all the world
$11,000,000,000 of monetary gold. With this the nations
were to pay their debts. It could not be done. They could
not pay in kind because they were not permitted to do so.
They could not pay in gold because the gold was not to be
had. The crash had to come, It was as plain as the sun
at nconday. And it did come, the hour and day that loans
to Germany ceased.
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As soon as the debts began to be paid and the gold began
to move from the debtor nations to the credifor nations we
found that France and the United States had 70 per cent of
the $11,000,000,000 of gold. France and the United States
have a population of about 170,000,000, and 170,000,000
people had about 70 per cent of the monetary gold of the
world. The other 1,600,000,000 people had about $3,000,000,-
000 of gold, or 30 per cent of the gold, with which to meet
their obligations and with which to transact business among
themselves. We had the gold, but we had lost our markets.
We had the gold, but people of the nations from whom we
took the gold could not buy our products. If anyone cares
to look into the situation, he will find that as the gold began
to move from the debtor nations to creditor nations the price
of commodities began to fall, and the movement of gold has
kept in harmony with the price of commodities from that
time until this. In other words, there was not sufficient pri-
mary gold, with which they must meet their obligations, to
enable them to meet those obligations, and the collapse in-
evitably came.

Mr. LONG. Mr. President, may I interrupt the Senator
from Idaho?

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Louisiana?

Mr. BORAH. 1 yield.

Mr. LONG, If it is not convenient at this time, at some
time I should like to ask the Senator to answer this question:
Does he think that the medium of exchange has had more
to do with the present condition than the concentration of
all the wealth of the country in the hands of 5 per cent of
the people?

Mr. BORAH. I am not discussing that question this
afternoon, though I am quite willing to concede that that is
a factor at some time worthy of discussion. I am now seek-
ing to show that the nations of the world which had to meet
these enormous obligations could not find the means with
which to do so; and just as soon as the scramble for gold
began liguidation began; individuals and nations made
heroic efforts to get enough gold with which to do business;
it finally drifted into the hands of two nations, and also
drifted into the vaults of banks cf the two nations. This
resulted in a practical destruction of the purchasing power
or at least in a reduction of the purchasing power of fully
half the human family.

Mr. President, there is another question involved. For
nearly 3,000 years nearly half the human family has used
silver as a medium of exchange; from the time of Abraham
until now silver in some form has been used as a medium of
exchange and a measure of value. In 1825, at the very time
when the prices of commodities were beginning to show the
effect of the maldistribution of gold, England began a move-
ment to encourage India to accept the gold standard.

She succeeded in doing so, and thus took from 800,000,000
people the only medium of exchange which they had, their
only measure of value, and forced them to enter the world
scramble for gold.

A few nights ago Mr. Montagu Norman, the head of the
Bank of England, speaking at a banquet at Mansion House,
in London, said:

Who, a year ago, could have foreseen the position into which
we have drifted little by little? First we have been down, then
we have been up, then down, then up.

. The confused affairs of the world have brought about a series
of events and a general tendency which appear to me at this
time as being outside the control of any man, any government,
and any country.

L] L] L] - L ] - £

We must take, for the moment, a short view, and we must
plan for a long stop. I am willing to do my best when it comes
to the future. I hope we may all see the approach of light at
the end of the tunnel. Some people already have been able to
point out that light to us. I myself see it somewhat indistinctly.

But I admit that, for the moment, t):'m way is not clear.

Let me call Mr. Montagu Norman as a witness on the
subject which I am now discussing. When the question of
forcing India upon the gold bullion standard was up for
consideration Mr, Montagu Norman said:
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The immediate effect of the announcement that the Indian
Government contemplated the sale of a large quantity of silver
would be to throw out of gear the exchange with China and, for
a time, to paralyze trade with that country. There would be a
tremendous disturbance of internal prices in China, a shock to
public confidence, and, I should fear, unwise and panicky attempts
to get out of the difficulty by resort to what in present circum-
stances would, I think, be unsulitable to China, namely, a gold
exchange standard. * * * I think that one has also to bear in
mind the interaction between gold and silver prices. There is a
reaction upon gold prices when an extreme rise or fall takes place
in the value of silver, which is none the less serious because it is
indirect and not very apparent on the surface. The consequential
changes in prices generally and in trade conditions which would be
produced, the disturbance to the world’s economic peace and con-
fidence, the interference with the long-established social habits of
the people of India in the use of silver, the shock to the reliance
of a great country like China upon silver as a medium of cur-
rency and a common store of value, could not fail to have im-
portant effects upon the gold prices of countries in Europe and,
indeed, in America.

It was the prognostication and prophecy of Mr. Montagu
Norman that if they proceeded with their policy of forcing
silver upon the market, forcing India and the Orient upon
the gold standard, it would inevitably affect the price of
commodities throughout Europe and throughout the United
States, and, in my opinion, that has been the consequence
of that act.

Sir Osborne A. Smith, governor of the Imperial Bank of
India, speaking about the same time, said:

The economists throughout the world are agreed that mal-
distribution of gold and over production of goods are two of the
fundamental causes of the depression. If we consider the fact
that the great masses of the Orient are half starved and less
than half clad, one can not say that there is overproduction in
terms of requirements but rather that there is overproduction in
terms of purchasing power. Our job, then, is to re-create pur-
chasing power, and we have the instrument at hand in silver,
of which these masses are possessed. The remonetization of silver
will furnish us with a needed purchasing power and will cause
to disappear, through consumption, the world overproduction of
goods,

In other words, Mr. President, by reason of the policy
. pursued after the war with reference to tariffs, preventing
the payment of debts in kind, and by reason of the fact that
there was a maldistribution of gold to such an extent that
these nations could not find the means with which to pay
their debts or with which to purchase goods, fully one-half
of the human family was reduced in its purchasing power;
and then, in addition, followed the destruction of the pur-
chasing power of nearly half the human family in the
Orient. When the scarcity of gold was apparent, silver was
demonetized—a cruel, ruthless conspiracy against the pur-
chasing power of 800,000,000 people.

There is no way in which to restore prosperity and give
back markets except that of raising the price of commodi-
ties or increasing the purchasing power of the nations of
the world. One way by which it can be accomplished is to
restore silver in the monetary world to the place which it
occupied in the Orient prior to 1925. At the fime that the
Orient was deprived of the use of silver, was the Orient ask-
ing to be relieved of it? Had it complained that silver was
not a satisfactory medium of exchange? Was any fault
found upon the part of the nations of the Orient? Certainly
not. Silver was demonetized in the Orient through the mis-
taken judgment if not the insatiable greed of a few people
who felt that they could increase the purchasing power of
the metal of which they were in possession.

Mr. FLETCHER. Mr. President, may I ask the Senator a
question?

The PRESIDENT pro ftempore. Does the Senator from
Idaho yield to the Senator from Florida?

Mr. BORAH. 1 yield.

Mr. FLETCHER. There is very general agreement, I
think, with the Senator’s position; but it is urged on the
one hand that we must accomplish this increase of the use
of silver as money, or the remonetization of silver, through
some international agreement; that we must have a confer-
ence, and get nations together, and let them all agree about
its use and its value and its exchange and that sort of
thing. Does the Senator favor the United States proceed-
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ing independently and without this sort of an international
arrangement?

Mr. BORAH. I think every effort ought to be made
through an international conference upon the monetary
question to adjust the money question and in that confer-
ence to restore silver to its proper place. That is the safe,
sound, effective way. If that can not be accomplished, if
it is impossible to do that through international confer-
ence, then I would favor some action—although I am not
prepared to say what it would be—I am in favor of some
action upon the part of the United States to adjust its mone-
tary conditions somewhat in harmony with the monetary
conditions of the world.

In other words, in my opinion we can not remain upon
the gold standard without either devaluating the dollar or
else providing in some way for an increased monetary sup-
ply. I think the sound way, the safe way, is to bring it
about through an international monetary conference in
which all the nations would agree; but, if that can not be
done, we shall have to do something upon our own part.

Mr. FLETCHER. Mr. President, I call the Senator’s at-
tention to the fact that when Mr. McKinley became Presi-
dent, one of the first things he did was to announce ene of
these conferences; and a conference was held, but nothing
came of if. I think one conference was held in Brussels in
1902. That broke up without any agreement; and we have
been pursuing this policy of international conferences all
these years, and we have not gotten anywhere. It seems to
me we have about reached the point where we ought to take
action ourselves.

Mr. BORAH. If the Senator thinks it is a sound and
safe proposition to take action upon our part, regardless of
what the attitude of the world is, of course I agree that he
is perfectly logical in his position; but I do not think the
United States in the first instance ought to attempt by itself
to establish the position of silver in the international mone-
tary system of the world.

Mr. LONG. Mr. President——

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Louisiana?

Mr. BORAH. I do.

Mr. LONG. If all the other countries, without interna-
tional agreement, have established silver except America and
France, and if America recognizes silver, there is only one
country standing out.

I agree with the Senator from Florida that if we wait for
an international agreement we are never going to have silver,
It never will be recognized.

Mr. BORAH. The other countries of the world are not
using silver. That is the trouble. If the Orient had been
permitted to go forward in the use of silver as it had for
thousands of years, I think, so far as the oriental situation
is concerned, it would be in much better condition than it is
now. But by reason of the action of Great Britain in forcing
India upon the gold-bullion standard, they threw the surplus
silver of the world upon the market as a commodity, and
they are not using it now as a medium of exchange.

Mr. LONG. China to-day uses silver.

Mr. BORAH. China must meet her international obliga-
tions in gold, however.

Mr. LONC. I know; but if we recognized silver we would
deal with China immediately. England certainly could not
stand in the way, and she controls India. If we will look
at the matter in the light of the fact that most of these
countries are not on the gold standard and can not say
they are on the gold standard, if America recognized silver
to-day, there is no way in which they could stand out.
France alone would be standing out, and she is to-day in
default on her own debt.

Mr. BORAH. Very well. That may be one way to reach
the matter. We are agreed in the proposition, are we not,
that we ought fo reach it?

Mr. REED, Mr, President, will the Senator yield for a
question?




1288

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Pennsylvania?

Mr. BORAH, Yes.

Mr. REED. If I have correctly understood the Senator’s
position, he seems to feel that it was a great mistake on
Great Britain's part to demonetize silver in India; and in
that I agree with him fully. I think it was a very great
mistake, from which the whole world is suffering to-day;
but does the Senator think there is any likelihood of induc-
ing her to change her position in an international con-
ference?

Mr. BORAH. Well, Mr. President, I am inclined to accept
the inference which the Senator would have me draw from
his statement, that there is no likelihood of that.

Mr. REED. I am afraid there is not.

Mr. BORAH. But if such a course is rejected, Great
Britain will have a poor case before the world for the read-
justment of debts. This program must be full and complete.

What I am saying to-day is that if this question of the
cancellation of debts can not be associated with the things
upon the part of Europe which will restore the economic
conditions of the world there is no longer any use of dis-
cussing the question of debts at all. The trouble is that
the debt question has always been put up to us as a naked
proposition of reduction or cancellation. I do not believe
in it; but I said when the Senator was absent that if the
international problems which seem to me to stand in the
way of world recovery could be adjusted I would not hesi-
tate, myself, to include the debts in that adjustment. What
I want more than debts is to end the depression; to give
back to the people of the world their economic freedom.

Mr, SHIPSTEAD and Mr. FESS addressed the Chair.

The PRESIDENT pro tempore. Does.the Senator from
Idaho yield; and if so, o whom?

gr- BORAH, I yield first to the Senator from Minpe-
sota.

Mr. SHIPSTEAD. Mr. President, the Senator means to
say that if we should cancel all the foreign debts, and con-
tinue to pursue the policy that we are pursuing now after
having canceled the debts, we will come around to the same
position we are in now?

Mr. BORAH, Ezxactly. I take the position that the can-
cellation of the debts would not result in a better economic
condition in the world. It is too small an item. I take the
position that the readjustment of the debts, or a mora-
torium upon the debts, would not serve to reopen markets,
or to readjust trade, or to build up commerce, The things
which are standing in the way of that are the larger and
more dominant factors which I have just been mentioning.

The difficulty has been, and the difficulty now is, that
those who present the question of cancellation are present-
ing the naked question of cancellation, leaving the United
States to fulfill its part in the recovery of the world, as they
say, but doing nothing upon the part of Europe with regard
to the matters which are essential to the world’s recovery.

As it will be recalled that in 1922 I offered in the Senate
a resolution calling for an economic conference to do pre-
cisely what we are proposing to do now, because it was my
belief then that unless reparations were adjusted, wiped out,
until the monetary systems of the world were placed upon
a sound basis, and until armaments were reduced, there
could be no real world recovery. I have not changed my
mind in the 10 years which have passed.

Mr. FESS. Mr. President, will the Senator yield now?

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Ohio?

Mr. BORAH. I yield.

Mr. FESS. I think it is pretty generally agreed that it
would be almost impossible, if not entirely disastrous, for
us to act upon the silver question alone. I think that is too
obvious for discussion. On the other hand, it seems to me
that there is a better opportunity for an international con-
ference and a discussion and a possible agreement now than
there has ever been. When we made that an issue a little
more than 30 years ago, there was an effort to get an in-
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ternational conference, as the Senator knows, and Britain at
that time blocked it.

Mr. BORAH. When?

Mr. FESS. Immediately following 1897.

Mr. BORAH. Yes.

Mr. FESS. Britain blocked it. She was on the gold
standard then and was very jealous of maintaining it. She
is not in that position to-day. It seems to me that if an
international conference could ever be called to consider the
silver question, this would be an opportune time to do it.
If it could not be done now, it is not likely that we shall be
able to have it done at any time; and if the alternative is
that we are to act alone and remonetize silver, I think it
would be very serious.

Mr. BORAH, Mr, President, I am not advancing to-day
the idea that Europe will agree to the readjustment of the
silver question, or that she will agree to the readjustment
of the armament question, or that she will agree to the re-
adjustment of the monetary question. I do not know. Eng-
land's attitude toward South Africa a few days ago rather
leads me to believe that she is content to go along with her
debased currency. What I am undertaking to say to-day is
that for these people to insist upon the reduction of debts,
the postponement of debts, or the cancellation of debts with-
out being willing to join in a program of effectually settling
these problems is not fair to the United States.

Mr. SHIPSTEAD. Mr. President——

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Minnesota?

Mr. BORAH. I yield.

Mr. SHIPSTEAD. As a matter of fact, the only thing
they have shown any signs of being willing to agree to is
to cancel these Government debts.

Mr. BORAH. I would not say that, because I think the
action of the Governments at Lausanne was a tremendous
step in the right direction.

Mr, SHIPSTEAD, That was a step that they had to
take. I

Mr. BORAH. No; it was not a step that they had to take.
It was a wise step, but many unwise things have been done
about reparations. It was not a necessary step.

Mr, SHIPSTEAD. They could not collect the reparations.
The Senator knows that.

Mr. BORAH. We might just as well say that because we
have not collected the debt from France, we must cancel it.
Of course, France was not in a position at that time to col-
lect reparations from Germany; but, if I may be permitted
to say so, I have never looked upon reparations as having to
do solely with the question of getting so much money out of
Germany. The imposition of reparation payments also had
for its objective holding Germany down to the status of a
third-rate power; and the reparations could always have
been utilized to that end, even though no part were paid.
So, I think the Lausanne settlement is entitled to all the
encomiums which we can pass upon it. I think it was a
step in the right direction. A brave, generous move toward
a better world.

Mr. SHIPSTEAD. Even including the
agreement ”?

Mr. BORAH. Yes. The gentlemen’s agreement, in my
judgment, was a perfectly natural thing from their view-
point. I have no objection whatever to it. If all Europe
can combine to settle their own troubles and have peace, I
do not care how many gentlemen’s agreements they enter
into; they will not hurt the United States.

Mr. SHIPSTEAD. The gentlemen’s agreement, as I re-
member it, specified that the settlement that had been made
should not go into effect unless the other nations could col-
lect from the United States what they lost from Germany.

Mr. BORAH. The Senator does not put it quite correctly,
although the principle is the same. The gentlemen’s agree-
ment was to the effect that the reparations settlement should
not be considered consummated until the nations making
the agreement could know what they could do with refer-
ence to the debts.

“ gentlemen's
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Mr. SHIPSTEAD. Of course, that is diplomatic language.

Mr. BORAH, Was not that quite a natural thing for
them to do?

Mr. SHIPSTEAD. That is diplomatic language; but I
think I stated the facts.

Mr. BORAH. In other words, in the Lausanne settlement
France gave up over $90,000,000 a year for 66 years in excess
of any amount that she would have paid the United States.
It was a very pronounced step in the direction of the ad-
justment of the economic affairs of Europe, and I do not
think too much credit can be given to Herriot and to
MacDonald for consummating that agreement.

If I thought, in other words, that the cancellation of debts
alone would settle the economic conditions of the world, and
bring about the conditions which we all desire, I would be
willing to cancel debts for reparations, but my view is that
that will not adjust these questions in such a way as to
bring about economic recovery, and that is my objective.
To tell the truth, I care very little about these debts in com-
parison with the restoration of the markets of the American
farmer, with the restoration of commerce and trade, and
with the restoration of a sound monetary system in the
world. We have lost since 1929 $150,000,000 in the way of
decreased values. We are losing more every day in the way
of falling values than the debt amounts to per day. So,
if the debts can be utilized for the purpose of bringing about
these conditions which we desire, I am, for myself, perfectly
willing to utilize them, but I am not willing to cancel debts,
to reduce debts, or to postpone the payment of debts, and
have Europe go ahead with a program which has practically
sunk the world into its present economic condition.

Now let me say a word about another proposition, and
answer a question in regard to armaments. I am viewing
it, now, as a purely economic proposition. About 85 per
cent of all the taxes collected from the peoples of Europe
goes for war in some fashion. They do not go to the re-
building of European industry, or to the rehabilitation of
European people, building their homes and buying the food
and the clothing which they desire and need. They go for
wars, either past or anticipated, and for a purpose which
in no sense can be considered as productive of economic
sanity.

How pertinent the disarmament question is to this pres-
ent situation. On the first day of this year, New Year’s
Day, 1933, a great nation gave an order for the building
of a supercruiser of 26,000 tons which would cost $24,000,-
000. Another great nation on the same day issued orders
that it would soon take its blue prints off the table and
would begin the building of a 27,500-ton cruiser which
would cost about 26 or 27 million dollars. This question
of armaments is one of the great confributing causes to
our present economic condition.

Thus, Mr. President, for 14 years—rather, perhaps, I
should say for 18 years—including the Great War itself, we
have been drifting toward economic and financial chaos.
We are now perilously near the brink. Thousands and tens
of thousands and millions have during that period passed
from afiluence to poverty and destitution. Many, how many
the world will never know, have been forced from their place
of influence and respect in the community, frugal and self-
reliant, to a position of shame, of hunger, and nakedness
and disease, many even to suicide and a pauper's grave.
The economic consequences of policies which followed the
war in all their wretchedness, stark and hideous, have been
in some respects more harrowing than was the Great War
itself. One stands appalled at these devastating forces un-
leashed upon society through policies advanced in the name
of peace, but policies in fact based upon violence and aggres-
sion. And during all this time, during all these years, while
the people were fighting against hunger and disease, fight-
ing for the penny which would keep soul and body together,
governments have continued to build up armaments, to in-
crease the burden, fo send out the taxgatherers to exfort
from the people the last of their meager savings, all that
armies might be enlarged, that the instrumentalities of de-
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struction might be improved and augmented, that murder
might be made more successful and universal. I do not, for
myself, by my vote propose to contribute 1 cent of the tax-
payers’ money of the United States to any such saturnalia
of confusion and crime. I do not propose to connive at this
conspiracy against humanity by placing any part of the
money of the people of the United States where it may be
used in aid of the cause. To a program which will give men
and women a chance to come back, a program of peace and
tolerance, a program of construction and rebuilding, I will
give all. But to such a program as now confronts us not one
iota, not even the slightest indirect recognition. Times are
running strongly against us. And nothing but the most
positive, determined effort, the most outspoken and coura-
geous purpose, will stay the evils which threaten civilization.

Mr. President, we must face the facts, the cruel remorse-
less facts. The situation confronting us is no less com-
manding and scarcely less pitiless than war. Pain and
sacrifice are in the homes of America. Fear and anxiety
break the sleep of millions of our countrymen night after
night and month after month. These unseen forces are

assailing the manhood and womanhood of this country with_

all the fury and with the devastating effect of an 1 invading .
army. We should plan our_campaign for relief, therefore,
with the same confident reliance and the same courage and
the same Taith in our people that we would under the trying
ordesals of war.
““We are dealing with nations which also have their troubles,
their vexing problems. It is natural that they should be
moved primarily in their own interests. So should we.
There is nothing in this situation which calls for the sacrific-
ing of the interests of our own people to the interests of other
peoples. But there is something in the situation which calls
for the combined effort and the united purpose of all to end,
if possible, this visitation which exempts none, but falls
most heavily upon the poorer people. It has been repeatedly
proposed and constantly urged that we reduce or cancel these
debts without any sufficiently broad or thorough program,
without any program which would give any assurance of
relief or compensation for the sacrifices of our own people.
That would not only be unjust but futile. It would not end
this depression. Buf if a program is offered which would
wipe out reparations, which would restore our disordered
monetary systems, which would reduce armaments by 50
per cent, which would give back to the people of the Orient
the measure of value and medium of exchange which they
have enjoyed for a half million years; if, in other words, we
are prepared fo do the things necessary to bring about the
world’s recovery, for myself, I am willing the debts shall be
used in any way to make the program a success.

It will be said that this program is too ambitious, so broad
and comprehensive that we can not hope to succeed, that it
can not be carried through. Mr. President, they were gi-
gantic mistakes which got us into this awful sTtuation. It
will take gigantic efforts to get us out. Have we not had
enough of temporizing, of piecemeal efforts, and has nof
such action brought us fo deeper and deeper disaster? I
have not mentioned a single item which should go into this
program which is not the undoing of some action which
contributed to our present conditions. I have not named
an item which these leading nations in cooperation have
not easily the power to achieve. This is a man-made de-
pression, and we shall escape from it by undoing those
things which made the depression inevitable and in no
other way. If the nations are not prepared for the task,
then the people must suffer until God in his own good time
raises up men with the courage and the vision to give them
back a world rid of the accursed policies which sprang from
an accursed war.

Mr. WHEELER. Mr. President, will the Senator yield?

Mr. BORAH. I yield.

Mr. WHEELER. I can not understand how the manu-
facturers of England at the present time could agree on an
international economic conference to bring up prices to the
world price level, because with the depreciated currency of
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England at the present time she is getting her raw materials
at very low prices, and is able to undersell us in the world
market. In other words, it seems to me that that nation’s
selfish interest would lead her not to agree to bring up the
commodity price level, and she will not do it until she can
force us to cut down the debts. In other words, if we agree
to cut down the debts, she might then agree to bring up
commodity prices, but not until that time, because it is to
her selfish interest not to do so.

Mr. BORAH. I do not know, of course, whether these
nations are disposed to meet these issues as I have presented
them or not, but I do know, and it seems to be perfectly
plain, that they have no right to call upon the United States
for the cancellation or reduction of these debts until, as it
were, they put their own houses in order, or agree to put
them in order.

Mr. WHEELER. I am entirely in agreement with the
Senator, and I do not think we ought to cut the debts until
we first get an agreement with reference to the economic
question.

Mr. GRAMMER. Mr. President, will the Senator yield?

Mr. BORAH. I yield.

Mr. GRAMMER. It is not clear in my mind what the
Senator expects we would get when he proposes the can-
cellation of these debts. He refers to three ways in which
an obligation may be paid. It has not occurred fo my mind
that we might take in good faith as discharging a debt
either of those ways, except-payment in gold, and that seems
to be impossible. It is not clear, I state again, in my mind,
what the American people are to receive in exchange for
cancellation of the debts.

Mr. BORAH. Mr. President, if my view of the situation is
correct, the American people are to receive a restoration of
the markets as they existed prior to 1929; that is to say, not
offhand, but the tendency would be fto open up trade, to
open commerce, to restore markets, and I do not see how
that can be done by the cancellation of debts, but I do see
how it can be done by the adjustment of the monetary
question, by the complete and final settlement of the repara-
tions question, by the reduction of armaments, and by the
restoration of silver in the Orient. Those things will restore
trade, will give the world confidence to enter into business
which will restore commerce, and in that way the American
people will be benefited. I am not proposing a horse trade.
I am simply proposing that we remove and eliminate the
things which at the present time stand in the way of the
normal operation of the economic law. That is all. The
benefit the people will receive is a better price for our farm
products, a stable monetary system, a renewal of business
activity, a restoration of our foreign trade. Indeed, what
the people will receive is what they must have or continue
to suffer. May I ask how is it proposed fo restore prosperity
on the farm without markets? Without that all schemes
fail. My remedy may be wrong, but in the name of a suffer-
ing people then tell me what is the remedy.

Mr. McKELLAR. Mr. President, will the Senator yield?

Mr. BORAH. I yield.

Mr. McKELLAR. How can commerce and trade be re-
stored unless we remove the high trade barriers which we
ourselves have erected, and the high trade barriers which
other nations have erected in retaliation for our erecting
trade barriers? How would the Sepator propose that we
obtain our commerce and trade again with those barriers
existing as they are?

Mr. ROBINSON of Arkansas. Does the Senator mean the
tariff barriers?

Mr. McKELLAR. The tariff barriers.

Mr. LONG. Mr. President, we have no tariff barriers now.
On the contrary, the foreign countries are unloading every-
thing they have on earth into America to-day. That is
known to anybody who notices anything at all.

Mr. BORAH. I do not want to get into a tariff debate
between the protectionists and the low-tariff advocates. But

I agree with the proposition that in the consideration of
the question of economic adjustment must enter the ques-
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tion of the readjustment of the tariff. There is no doubt in
my mind about that.

Mr. McKELLAR. Mr. President, I am glad to hear the
Senator say so0, because without a readjustment of the tariff
barriers any suggestion along other lines seems to me to
be comparatively useless.

Mr. BORAH. I want to say this: If we undertake to
lower the tariff before we have adjusted these other ques-
tions, we are going to have unloaded into this country a
vast amount of the cheapest goods that can possibly be
made. It would be ruinous to take down the tariff walls ex-
cept as a part of a program of general adjustment.

Mr. KEAN. Mr. President—

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from New Jersey?

Mr. BORAH. I yield. : :

Mr. KEAN. There are imported into this country large
quantities of goods free of duty, such as rubber, tea, coffee,
and various other goods, which would not interfere with
the working and the industries of our people. Great Britain
produces those goods in her colonies, Therefore there is no
need of changing the tariff.

Mr. BORAH. Of course, I differ from the Senator from
New Jersey in respect to his general statement that there is
no need of readjusting the tariff. I think there is a need of
readjusting the tariff, but I have always thought, in consid-
ering these matters, that the readjustment of the tariff
would inevitably follow the adjustment of these other prop-
ositions, that the selfish interests of nations would inevitably
lead to adjustment of the tariff after the other problems
are adjusted. But I do not disagree with the view expressed
a few minutes ago that the tariff must be considered in
connection with this matter.

Mr. President, what I desire to urge in the way of my
view is this, that I do not look upon these debts as a fetish
or as anything sacred. I regard them as an economic fac-
for in the present economic condition of the world. I am
perfectly willing, so far as I am concerned, to utilize them
in any program which seems to have reasonable assurance
of success and which will restore economic conditions.

Unless they can be utilized in that way, then there is no
argument, it seems to me, which foreign nations can ad-
vance which would justify their calling for reconsideration
of the debt question. A moratorium will not help the situa-
tion. Debts are constantly accumulating and piling up, and
the economic situation is affected by that fact just the same,
and certainly there should be no cancellation until these
other problems are adjusted.

In other words, if a program can be agreed upon there is
no reason in my mind why the debts should not be included.
Those debts are not worth very much to the American
farmer. If we distributed the whole of the $250,000,000 to
the American farmer and those on the farm, it would
amount to about $7 apiece. An increase of a few cents in
the price of his corn or his wheat or his cotton would pay
the entire debt for a year and without any loss whatever
upon his part. It is simply a question of how to utilize the
debts and to utilize them in a way that would bring about
some benefit to the American people.

Mr. McKELLAR. Mr. President——

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Tennessee?

Mr BORAH. I yield.

Mr. McKELLAR. The Senator talks about increasing the
price of farm products or any other products of ours by a
cancellation of the debts. Does the Senator have any belief
whatsoever that if the United States canceled these debts
to-day, it would affect the prices of our products in this
country? Suppose the debts were all canceled immediately,
that Congress by unanimous consent should cancel them all
immediately, does the Senator believe that would affect
prices of farm products in this couniry under present
conditions?

Mr. BORAH. The Senator perhaps was not present when
I said a short time ago that I do not think the mere cancella~
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tion of the debts would have any perceptible effect upon the
economic situation. i

Mr. McKELLAR. The Senator having made that state-
ment, I want to ask another question. Does the Senator
believe that it is humanly possible, in view of the lack of
success we have had in securing disarmament, in securing
a reduction of armaments in foreign nations within the last
12 years, that the debts can be used by the people of Europe
in such a way that they will reduce their armaments?

In view of what they are now spending on their arma-
ments every year and that they have refused to reduce, and
that they refuse even to consider a reduction of armaments,
and that 85 per cent of all their taxes is spent for that
purpose, does the Senator believe we are going to be able to
secure an agreement with them to reduce their armaments?

Mr. BORAH. Probably not. If not, the debate on can-
cellation of debts is closed so far as I am concerned. I am
not willing to contribute directly or indirectly any part of the
American faxpayers’ money to the armaments of Europe.
I have sought to make that a plain proposition so far as I
am concerned.

Mr. GORE and Mr. BANKHEAD addressed the Chair.

The PRESIDENT pro tempore. Does the Senator from
Idaho yield; and if so, to whom?

Mr. BORAH. I yield first to the Senator from Oklahoma.

Mr. GORE. I would like to ask the Senator this ques-
tion, because it is a question which gives me concern. We
have cut these debts in half. The nations have signed up
and agreed to pay the balance. They have defaulted those
payments and dishonored their signature. Suppose we can-
cel the debts in consideration of their cutting in half their
expenditures upon armaments and they signed solemn
treaties to do that thing and the hour should come for them
to make the reduction in their expenditures for armaments,
what can we expect at their hands? Will they not again
dishonor their signatures if they feel their interest lies in
such a breach of faith?

Mr. BORAH. Of course, that strikes at the very founda-
tion of all international agreements. While we would take
some chances on disarmament, if reparations were wiped
out, the monetary system restored, and silver placed back
where it was prior to 1925, there would not be much likeli-
hood of a change.

Mr. GORE. A nation, when it violates its faith, forfeits
any right to confidence and trust.

Mr. BORAH. I do not desire to appear here to-day as a
defender of the default upon the part of France. I think
it was a mistake. But I do desire to say, and I have no
hesitancy in saying it in publie, that I have no doubt in the
world that France understood, when she canceled repara-
tions, that she would receive some readjustment of debts
on the part of the United States.

Mr. McKELLAR. From whom did she receive that assur-
ance?

Mr. BORAH. The communiqué which was issued by the
President to Mr. Laval is in itself sufficiently indicative to
me that it was for that purpose. Let me read it.

The communiqué to which I refer is as follows:

In so far as intergovernmental obligations are concerned, we
recognize that prior to the expiration of the Hoover year of post-
ponement, some agreement regarding them may be necessary
covering the period of business depression, as to the terms and
conditions of which the two Governments make all reservations.
The initiative in this matter should be taken at an early date by
the European powers principally concerned within the framework
of the agreements existing prior to July 1, 1931.

Mr. McKELLAR. The Senator will remember a recent
communiqué to the French Government in which it was
declared specifically that no such agreement had been made,
and the President last summer, in a letter to the Senator
from Idaho, stated specifically that nothing like an agree-
ment or any commitment of any kind in that direction had
been made by the American Government.

Mr. BORAH. I do not mean to say that there was a defi-
nite agreement between Mr. Laval and the President that
so-and-so would be done, but I do mean to say that there
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was sufficient in the situation to justify the French nation,
as a nation, in reaching the conclusion that if they gave up
reparations they might in justice look to a reconsideration
of the debt.

I invite the attention of Senators who now sit before me,
and who were there on the night that we met the President
before the session in 1931—and as this was published after-
wards, I am not revealing any secret—to the fact that the
President asked that we would approve of any .conversation
which he had and any agreement which he reached with
Laval, who was then on his way here relative to readjust-
ment of debts during this economic depression.

Mr. BANKHEAD. Mr. President, may I ask the Senator
a question?

Mr. BORAH. I yield now to the Senator from Alabama.

Mr. BANKHEAD. Has the Senator any suggestion to
make by which our farmers, without waiting for interna-
tional action, can be -aided in securing a restoration of-the
price of American agricultural commodities? In other
words, has the Senator any suggestion to make as to how
our farmers can obtain an increased price for American
agricultural commodities without waiting for any interna-
tional action?

Mr. BORAH. My view is that fundamentally we can not
increase the price of commodities in the United States while
the price of commodities throughout the world is falling.
We may artificially build up something which will tem-
porarily give some relief, but somebody has to pay for it,
the taxpayers or somebody else, and in the end we do not
get anywhere. The only way to build prosperity or to re-
store prosperity is to remove the obstacles which stand in
the way of world trade and commerce. Give the people an
opportunity to come back. Remove the obstacles and the
people will come back. One of the unsolved mysteries of
history is the capacity of a people to come back after they
have been reduced to the lowest state of economic degrada-
tion, as shown after the great Napoleonic wars and after the
Trirty Years’ War. But we do not give them an opportunity
to come back. We give them no monetary system. We put
barriers in the way of trade. We do not give them an op-
portunity to do that which they would naturally do.

Mr. LONG. Mr. President, I have interrupted the Senator
before, and I apologize for asking him to permit another
interruption.

Mr. BORAH. I yield to the Senator from Louisiana.

Mr. LONG. The Senator mentioned France coming back "
after the Napoleonic war; but why? It was because under
the laws of France the wealth could not be transmitted to
heirs in a lump. It had to be diffused. The wealth of
France is the most equally distributed wealth of the world.
The only reason why France ever came back was because
the wealth of France was kept diffused in the hands of all
the people. To-day France does not allow her wealth to
become concentrated in the hands of a few people, and for
that reason she has been able to stand war after war and
come back.

Mr. BORAH. I spoke about the Napoleonic war.
Senator is speaking about the War of 1870, is he not?

Mr. LONG. No; I am speaking about the Napoleonic war
and the War of 1870.

Mr. BORAH. The distribution of wealth in the manner
which the Senator mentioned was not in vogue immediately
after the Napoleonic war.

Mr. LONG. Oh, yes; it was under the Napoleonic Code.

Mr. BORAH. It did not provide for the distribution of
wealth.

Mr. LONG. Oh, yes; the Napoleonic Code did.

Mr. BORAH. 1 beg the Senator's pardon; he may be
right, but it is not relevant to my line of discussion.

Mr. LONG. I think I can show the Senator he is wrong.

Mr. BORAH. I shall be glad to be corrected.

Mr. McKELLAR. Mr. President——

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Tennessee?

Mr. BORAH. I yield.

The
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Mr. McKELLAR. If the Senator will permit me I will
read what the President wrote the Senator from Idaho last
summer, as follows:

My Dear Senator: I have your inquiry this morning, through
Secretary Stimson, as to the effect on the United States of recent
agreements in Europe.

Mr. BORAH. I am not speaking of that agreement and
have not to-day. That is another agreement.

Mr. McKELLAR. - The Lausanne agreement.

Mr. BORAH. I have made no reference to that.

Mr. McKELLAR. I just want to show what the Presi-
dent’s view about that matter was. He said:

Our people are, of course, gratified at the settlement of the
strictly European problem of reparations or any of the other
political or economic questions that have Impeded European re-
covery. Such acticn, together with the real progress in disarma-
ment, will contribute greatly to world stability.

Here is the point I want to emphasize. He went on to say:

I wish to make it absolutely clear, however, that the United
States has not been consulted regarding any of the agreements
reported by the press to have been concluded recently at Lau-
sanne, and that, of course, it is not a party to nor in any way
committed to any such agregment.s.

Mr. BORAH. What did the Senator from Idaho say?

Mr., McEKELLAR. The Senator from Idaho did not say
anything. [Laughter.] The Senator got the letter, but I
read it into the Recorp. The Senator did not publish the
letter after the President wrote it, but in some way it be-
came public in the newspapers and I was on the floor of
the Senate, and I do nof believe the Senator from Idaho
said anything about it at all.

Mr. BORAH. The Senator is mistaken. The Senator
from Idaho offered that letter on the floor of the Senate.

Mr, ROBINSON of Arkansas. Yes, Mr. President, I re-
call myself that it was in response to a statement I had
made that the Senator from Idaho submitted the letter.

Mr. McKELLAR. I may have the wrong place. I found
it in this way in the Recorp, at page 15434:

Mr. McKerrLAar. Mr. President, on yesterday President Hoover
addressed a letter to the Senator from Idaho [Mr. Borar], which
letter reads as follows.

I thereupon read it.

Mr. BORAH. If the Senator will look in the REecorp
of yesterday, he will find that is where he got the informa-
tion. I had read it the day before.

So far as that is concerned, I am not contending that
there was a specific agreement. I am contending that there
was a condition which led France to believe and justly to
believe that there would be readjustment of the debts in
case she adjusted reparations, and that is the belief of the
French people. There has been a great deal said here about
the capacity of France to pay. France never claimed she
was unable to pay. She is not putting it upon that basis
at all. She is putting it upon the basis that she initiated a
movement for the adjustment of economic conditions, and
that the first step was Lausanne, the second step should be
debts, and that is the reason why she takes the position
which she now does. In other words, she wants a recon-
sideration of the debt question. She has taken the initia-
tive spoken of in the communique, and she insists it is
now up to the United States to do her part. I do not say
it justified failure to pay, but there are two sides to the ques-
tion when it comes to a discussion of debts which France
now insists upon.

Mr. GLASS. Mr, President—

The PRESIDENT pro tempore. Does the Senator from
Idaho yield to the Senator from Virginia?

Mr. BORAH. Certainly.

Mr. GLASS. Does the Senator contend or does any Sena-
tor contend that France has actually repudiated her in-
debtedness to the United States?

Mr. BORAH. No.

Mr. GLASS. Has she not simply deferred the payment of
the interest until there can be that reconsideration which
the Senator says France has reason to believe would be had?

Mr. BORAH. That is my understanding of her position.
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Mr. GLASS. So far as England is concerned, England
has met every obligation under which she rests to this
country.

Mr. McKELLAR. That is not my understanding of
France'’s position. I think when a nation makes an obliga-
tion to pay $19,000,000 on a certain day and fails to meet
that obligation, then that nation is exactly in the situation
of a private debtor who makes a note payable on a certain
day and fails to meet it. What France may have in her
mind or what French statesmen may have in their minds
I do not know, but she is in exactly the same situation in
that respect as a private debtor and what he may have in
his mind about paying his debt in the future. But it is a
failure to pay.

Mr. BORAH. Let me submit this question to the Senator:
Suppose there were a controversy between A and B with
reference to an indebtedness, and also B owed the Senator.
Would he say to B, “ Go and adjust this matter between
yourself and A and come back and see me and I will make
it right ”? What would be the position of B if he made
a settlement greatly to his advantage?

Mr. McKELLAR. That is not the case in question.
France has not done that at all. France had the right, if
she had seen fit, within 60 days of the pay day, to ask for a
postponement; she had a right to ask for a postponement
of the capital payment that was due on December 15. She
did not do that, but, instead of that, she made an agreement,
so the newspapers stated, with the other debtor nations, that
none of them were to pay. Some of them did pay and some
of them did not pay. France is one of those that did not
pay. I am very happy to know that Great Britain was one
of those that did pay; I think that is fine; but France, not-
withstanding she declined to pay on the 15th of December,
within 30 days turns around and loans $16,000,000 to another
nation, which she never expects to get back.

Mr. BORAH. I think France will get it back. Besides she
had prior to December 15 practically promised the loan. Let
us be fair.

Mr. McEELLAR. I doubt it.

Mr. WATSON. Mr. President, may I ask the Senator
from Idaho a question?

Mr. BORAH. Yes.

Mr. WATSON. Ishould like to know whether I heard the
Senator aright a few moments ago when I understood him to
say that when Laval was here there was a conference at
the White House——

Mr. BORAH. No; Laval was on his way here; he was on
the ocean at that time.

Mr. WATSON. But there was a conference at the White

House?
Mr. BORAH. Yes.
Mr. WATSON. And the President of the United States

asked the Senator and the others in the conference whether
they were willing that the question of the debt settlements
should be raised with Laval. Did the Senator say that?

Mr. BORAH. Yes; I did, in effect.

Mr. WATSON. Did the Senator have any talk with ths
President after Laval arrived here?

Mr. BORAH. No; not that I recall, but I had a talk
with him that night of the conference in the presence of
the Senator from Indiana and I objected to that proposi-
tion. I was the one who arose in the conference and said
I would not consent that the President should enter into
any conversation with Laval in regard to the debts which
would bind me. The Senator was sitting there at the time,

Mr. WATSON. I was sitting there and heard that state-
ment; but the President of the United States at that time
did not advance that suggestion; that was taken up by an-
other person in the conference, I will say to my friend, and
not by the President of the United States.

Mr. BORAH. Oh, no; the Senator is sadly in error. What
happened was this: The President called us in conference
with a view of securing the cooperation of both Houses of
Congress for a certain program at the coming session. That
program consisted of five certain propositions. One of them
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was with reference to the Reconstruction Finance Corpora-
tion, I believe.

Mr. WATSON. Yes.

- Mr. BORAH. He went down the line; he got to the fourth
proposition, which involved the question of discussing with
Laval the subject of the debts and as to whether or not the
President should discuss the question with a view of adjust-
ing the debts in the light of present economic conditions. I
said, “ Mr. President, I am sorry to say that I can not go
along with you on that proposition. I am not willing that
any discussion should take place between you and Mr. Laval
that shall be binding upon the Congress of the Unifed
States.” That all took place there, and the Senator must
remember it.

Mr. WATSON. We met there on the 31st day of August,
as I recall, for the purpose of ascertaining whether or not
both Houses could not agree on a certain program; but the
question of debt cancellation did not enter into that, because
the coming visit of Laval had not anything in the world to
do with what we were called there for. We were called
there to consult about our own internal program and as to
the things upon which we might agree at the approaching
session of Congress.

While Laval was here, I will say to my friend from Idaho,
I became a little uneasy, because I did not know what con-
versation might be indulged in about the cancellation of the
debts, and I took the liberty of calling upon the President,
and I asked, “Is there any talk about the cancellation of
the foreign debts between Laval and you? ” He said there
is not. He said, “ Senator, it is just taken for granted that
they will pay their debts and we are not discussing that
question.” That was the very answer the President gave me.

Mr. BORAH. Let me refer to another matter, which may
refresh the Senator’s memory, inasmuch as we have gone
into this subject in detail. It will be remembered that when
the President said the question of debts would undoubtedly
come up for consideration when Mr, Laval arrived here, and
he wanted to know how the Congress would feel about any
conversation or agreement which he might have with Laval
touching a readjustment of debts or a postponement of the
debts during the economic depression, I said, “ Mr. Presi-
dent, I am sorry that I can not go along with you on that
part of the program.” We discussed it for a few minutes,
and the President said, *“ Perhaps, in order to satisfy the
Senafor from Idaho, if we would put in the proposition that
all discussion of debts should be based upon their relation-
ship to disarmament, that would be agreeable,” but I said,
“No; I do not want any discussion upon the part of the
President that will bind the Congress.” I added, “So far
as you are concerned, Mr. President, you may talk with Mr.
Laval at your pleasure and say anything you wish to say,
but I do not want to sit here in silence and be bound by any
agreement which you may make with him.”

Mr. WATSON. The Senator said that?

Mr. BORAH. Yes.

Mr. WATSON. And then got up and left and went out
into an anteroom. I followed him out, as the Senator will
remember, and said, “I agree entirely in the views you have
expressed here.” The Senator will remember that?

Mr. BORAH., Yes; I remember that.

Mr. WATSON. And after the President had asked this
question, I do not think he did mention the subject of debt
reduction to Laval, because that night it was absolutely fore-
closed, if he had ever had any thought of doing so, for there
was not a single individual who participated in that confer-
ence—and I see the Senator from Mississippi [Mr. Harrison]
rises and I see also the Senator from Arkansas [Mr. RoBIN-
soN], both of whom were there—who advocated the cancella-
tion of these debts or their reduction. Am I right, I will
ask the Senator from Arkansas?

Mr. ROBINSON of Arkansas. Mr. President, I think it is
unfortunate that there should be involved in this discussion
in the Senate the question as to what occurred in conversa-
tions at the White House a year or two ago, when, as is
apparent, the memories of Senators differ about what tran-
spired, and I would not like to testify either for the plaintiff
or the defendant. [Laughter.]
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I do recall that mention was made of the coming of Laval,
and I further recall that there was no expression in the
conference of any sort favorable to a reopening of the debt
settlement.

Mr, WATSON. That is right.

Mr. ROBINSON of Arkansas. I also recall that the Sena-
tor from Idaho expressed himself more affirmatively on the
subject than perhaps anyone else there; buf still, in spite of
all that may have happened there, there is no justification
for a greaf nation failing to meet its obligation when that
obligation matures; and, in my judgment, France is just as
much in default as any debtor can be who fails to pay when
his obligation matures.

I repeat what I said in the beginning of this discussion
this afternoon, that I shall not be willing fo vote to ratify
an arrangement made through negotiations with a debtor
nation that is manifestly able to pay but has refused to pay
for the purpose of attempting to force a favorable settle-
ment. I think that the Senate ought o put itself on record.
I do not believe that we can justify inviting and encouraging
the course that has been taken by the French Government.
I do not find in the record of any negotiations with which
I am familiar any basis for her refusal to meet her obliga-
tions, and I do not wish to be compromised by the statements
that have been made here this afternoon that she was
really justified because of something the President of the
United States may have said or something some one else,
acting for the President, may have said to her representative.

Mr, WATSON. The only reason I sought to interrogate
the honorable Senator from Idaho was the statement that
perhaps something might have been said by the President
that Laval might have carried back to France that would
now justify France in defaulting. I have no recollection of
that happening; but, as my friend from Arkansas says, even
if it did happen, it is not, in my judgment, sufficient justifi-
cation for defaulting the debt at this time.

Mr. SHIPSTEAD. Mr. President—

Mr. BORAH. Just a moment, if I still have the floor.

The PRESIDENT pro tempore. The Senator from Idaho
continues to hold the floor.

Mr. BORAH. I have not sought, Mr. President, to jus-
tify the action of France on that basis. As I said in the be-
ginning, I am not appearing in the defense of France in that
default, but I did say, and I repeat, that sufficient took
place when Laval was over here to lead to the belief upon
the part of the French people that the adjustment of rep-
arations would warrant a reconsideration of the question
of the debt; and I venture to say that anyone who is famil-
iar at all with the French situation at the time the repara-
tions question was settled would agree that there never
would have been any adjustment of the reparations ques-
tion if it had not been for that one proposition entering
into it.

Who was to blame for the misunderstanding I do not
know, and it is not my business to assess that responsibil-
ity, but there was ample reason for France to reach the
conclusion that she would have a reconsideration of the
debt question in case she adjusted reparations. If I had
been in the position of France, I certainly would not have
defaulted; it is a very grave and serious mistake for a
nation to default——

Mr. WATSON. Has there ever been any time when the
President has had occasion to mention the subject when
he has not specifically stated that he would not consent to
mingling or considering together debt cancellation and
reparations?

Mr. BORAH. I am not reviewing all the things the
President has said. Neither am I contending there was
specific agreement, but there were discussions of reparations
and debts and they issued a communique which clearly indi-
cates the nature of the discussion.

Mr. WATSON. But I am talking about his public declara-
tions. If the Senator had *kitchen” conversations with
him I do not know about——

Mr. BORAH. I did not have any “kitchen™ conversa-
fions and I am not revealing any “ kitchen ” conversations.




1294

Mr. WATSON. I am not asking the Senator to reveal
any.

Mr. BORAH. Wait just a moment. The President called
Members of Congress to the White House. It was no differ-
ent than if he had called them to assemble in the Capitol.
We were dealing with a public question; we were dealing
with a public program. It was all printed in the news-
papers, and I have repeated what actually took place.

Mr. WATSON. That is quite true, and I agree with what
the Senator has had to say, but is there any justification
for the Senator making the statement or for anybody else
making the statement that after that conference had fore-
closed the whole question the President subsequently did
enter into some sort of a secret arrangement with Laval or
had some sort of an understanding with him in accordance
with which Laval went back to France and let the French
people believe that there would be something done along
this line?

Mr. BORAH. The Senator is putiing something into my
mouth that I did not say.

Mr. WATSON. I am merely asking the Senator the ques-
tion. :

Mr, BORAH. I do not know; but I will say this for the
benefit of the Senator, not for the purpose of giving him
new information but for the purpose of refreshing his mem-
ory, and that is, the President and Laval did talk over the
question of debts and reparations. That must be conceded.
I do not say that they entered into any agreement, because
that I do not know; but I know they discussed the subject.

Mr., WATSON. Of course, I do not know anything about
that.

Mr. SHIPSTEAD. Mr. President, I do not know on what
these charges this afternoon are based when they infer
that a secret agreement had been entered into with Laval
about reparations and debts being linked. Herriot a short
time ago was quoted in the American press in cables from
Paris as saying that the Lausanne agreement was simply
carrying out the conversations held with Hoover while
Laval was in the United States. After the Lausanne con-
ference MacDonald, speaking before the British Parlia-
ment, said that the agreement at Lausanne had been
entered into, and he said, “I am happy to say that we had
the advice and counsel of representatives of the Government
of the United States.”

Mr. McKELLLAR. Mr, President, will the Senator yield?

Mr. SHIPSTEAD. I yield.

Mr. McKELLAR. I think Sir Neville Chamberlain also
made that statement in the House of Commons; but the
Senator will remember that a few days or perhaps the next
day afterwards Secretary Stimson in a very elaborate article
stated that it was untrue that any such representations had
been made to Mr. Laval; and since that time, so far as I
know, there has been no denial of Secretary Stimson’s
statement.

Mr. REED. Mr. President, is it not a fact that Mr. Cham-
berlain himself withdrew his statement?

Mr. McKELLAR. I think that is true, though I can not
be positive about it; but I am positive that Mr. Stimson,
following the President in his letter of last summer, stated
specifically that no such agreement had been made between
the President and Laval.

Mr. LONG. Mr. President—

Mr. SHIPSTEAD. Just a moment.

In regard to the repudiation by Mr. Chamberlain, that
was after such a secret agreement had been denied from
official sources at Washington. After that had been denied
at Washington, Herriot gave to the French press a state-
ment, which was published in the papers of the United
States, that he was misquoted when he originally was quoted
as having said that the Lausanne agreement carried out the
conversations of Laval and Hoover. So that amounted to a

repudiation of his first statement, the same as Chamberlain’s
repudiation of the original statement, both having been
made by MacDonald and Herriot before Washington had
denied any secret agreement.
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Mr. BORAH. Mr. President——

Mr, SHIPSTEAD. If the Senator will pardon me for just
a moment, then I will yield.

It is quite plain to me, at least, that when the Govern-
ments assembled at Lausanne agreed to give up reparations
they threw out a perfectly dead cat, and they expect us to
pay them for throwing it out. Whether or not there were
any promises made that if they would throw out that dead
cat, we would pay them for doing so by canceling what they
owed us, I do not know. That still remains a mystery after
having been debated upon this floor a good many times since
the Lausanne agreement was made.

Mr. McKELLAR. Mr. President, I do not care to argue
the matter; but I desire to have read at the clerk’s desk, in
my time, a short concurrent resolution which I now offer on
this subject.

The PRESIDENT pro tempore.
tion will be read.

The concurrent resolution (8. Con. Res. 37) was read, as
follows:

EResolved by the Senate (the House of Representatives concur-
ring), That the Congress of the United States can not view with
indifference and unconcern the action of any nation which viclates
its solemn written obligations to the Government of the United
States; and it warns all nations of the serious economic and finan-
cial consequences of the violation of the terms of any of such
obligations; and urges in the strongest terms of which it is capable

a reconsideration of action by any of said nations tending to dis-
ﬁgt?)rd or to repudiate its solemn obligations heretofore entered

The concurrent resolu-

Resolved jfurther, That inasmuch as provisions were made in
the several debi-funding agreements for temporary suspension, in
case of stress, of the capital payments due thereunder, and inas-
much as several of the nations now in default made no request
for postponement under the provisions of such agreements, the
Congress of the United States advises sald nations of their failure
to take advantage of the provisions in sald agreements in their
favor. Such nations are advised that the Government of the
United States will at all times, when properly notified, make tem-
porary suspension of capital payments as provided in said agree-
ments; but the Government of the United States expects the
several nations to make the same provision for the payment of
their obligations within the terms of said agreements as they make
for the payment of other obligations created by sald nations.

Resolved further, That said nations are advised that continued
defaults by any of them will seriously and permanently impair
the credit of said defaulting nations, not only in the United States
but in the rest of the world, and will render difficult, if not impos-
sible, the borrowing of money by said nations in any national
emergency that may hereafter arise with such nations, since all
such transactions are necessarily based upon the honorable and
prompt compliance by nations with the terms of their written
undertakings.

Resolved further, That the President of the United States be
requested to transmit to each nation indebted to the United States
a copy of this concurrent resolution, assuring each of said nations
that the United States has nothing but the kindliest feelings of
friendship for each and every debtor nation, and is desirous, In
the interest of said nations no less than-.in the interest of the
United States, that no condition shall exist tending to interrupt
or impair such friendship.

The PRESIDENT pro tempore. The Chair understands
the Senator from Tennessee to ask that the concurrent
resolution be printed and lie upon the table.

Mr. McKELLAR. That is correct.

Mr. REED. Will not the Senator agree that it shall go to
the Committee on Foreign Relations?

Mr. McEELLAR. I have no objection to that.

The PRESIDENT pro tempore. Without objection, the
concurrent resolution will be printed and referred to the
Committee on Foreign Relations.

Mr. REED. I suggest that it might require some revision
in its language. As I listened to the reading of the con-
current resolution, it sounded like a cross between a sermon
and a pat on the wrist, and I do not believe that is what
the Senate wants fo adopt in this case.

Mr. McKELLAR. No, Mr. President; if the Senator will
permit me, instead of being a cross of the kind he mentions,
what the concurrent resolution is intended to do is to notify
the nations that have not paid their debts that it is to their
interest to do so, and that America expects them to pay
their debts.

Mr. KING. Mr. President, I hope nothing that the Sena-
tor from Pennsylvania aas said will be construed as indi-
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cating a purpose upon the part of the Senate to adopt the
concurrent resolution, modified or unmodified.

COUNT OF THE ELECTORAL VOTE

The PRESIDENT pro tempore. The Chair lays before the
Senate a concurrent resolution from the House of Repre-
sentatives, to which he invites the attention of the Senator
from Illinois [Mr. GLENN].

The Chief Clerk read House Concurrent Resolution No.
44, as follows:

Resolved by the House of Representatives (the Senate concur-
ring), That the two Houses of Congress shall assemble in the Hall
of the House of Representatives on Wednesday, the 8th day of
February, 1933, at 1 o'clock p. m., pursuant to the requirements
of the Constitution and laws relating to the election of President
and Vice President of the United States, and the President of the
Senate shall be their presiding officer; that two tellers shall be
previously appointed by the President of the Senate on the part
of the Senate and two by the Speaker on the part of the House
of Representatives, to whom shall be handed as they are opened
by the President of the Senate all the certificates and papers pur-
porting to be certificates of the electoral votes, which certificates
and papers shall be opened, presented, and acted upon in the
alphabetical order of the States, beginning with the letter A; and
sald tellers, having then read the same in the presence and hear-
ing of the two Houses, shall make a list of the votes as they shall
appear from the sald certificates; and the votes having been ascer-
tained and counted in manner and according to the rules by law
provided, the result of the same shall be delivered to the Presi-
dent of the Senate, who shall thereupon announce the state of
the vote, which announcement shall be deemed a sufficlent dec-
laration of the persons, if any, elected President and Vice Presi-
dent of the United States, and, together with a list of the votes,
be entered on the Journals of the two Houses,

Mr. GLENN. Mr. President, this concurrent resolution is
in the usual form adopted on previous occasions to canvass
and declare the result of the last national election. It
seems unnecessary to have it considered by the Committee
on Privileges and Elections. I therefore move that the Sen-
ate agree to the concurrent resolution.

Mr. ROBINSON of Arkansas. Mr, President, I think there
is no objection to that course.

The concurrent resolution was agreed to.

TREATY WITH ALBANIA

The PRESIDENT pro tempore. If there be no objection,
the Chair lays before the Senate, as in executive session,
a treaty transmitted by the President of the United
States, which will be referred to the Committee on For-
eign Relations and printed in confidence for the use of
the Senate.

WITHHOLDING OF ARMY, NAVY, AND MARINE CORPS PAY

Mr. KING. Mr. President, I ask that the Senate recall
from the House of Representatives Senate bill 4810, a bill
which was passed yesterday, and concerning which I entered
a motion to reconsider.

Mr. ROBINSON of Arkansas. May I ask what is the bill?

Mr, KING. It is a bill that came from the War Depart-
ment.

The PRESIDENT pro tempore. It is a bill to authorize
the Secretary of War or the Secretary of the Navy to with-
hold the pay of officers, warrant officers, and nurses of the
Army, Navy, or Marine Corps to cover indebtedness to the
United States under certain conditions, passed yesterday.
The Senator from Utah has entered a motion to reconsider;
but in order to reconsider, the papers will have to be recalled
from the House of Representatives. That motion the Chair
understands the Senator from Utah to be now making.

Mr, REED, Do I understand that if the motion is carried,
the Senator will insist to-day on action on his motion to
reconsider?

Mr. KING. Oh, no, Mr. President!

The PRESIDENT pro tempore. The Chair will state that
that action can not be had until the papers are physically
in the possession of the Senate.

Mr. KING. I shall not delay the Senate to-night with the
consideration of the matter.

The PRESIDENT pro tempore. The question is on the
motion of the Senator from Utah that the House be re-
quested to return the papers.

The motion was agreed to.
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RECESS

Mr. McNARY. I move that the Senate take a recess until
12 o’clock noon to-morrow.

The motion was agreed to; and (at 4 o'clock and 43 min-
utes p. m.) the Senate took a recess until to-morrow, Thurs-
day, January 5, 1933, at 12 o'clock meridian.

HOUSE OF REPRESENTATIVES

WEDNESDAY, JANUARY 4, 1933

The House met at 12 o’clock noon.
The Chaplain, Rev. James Shera Montgomery, D. D,
offered the following prayer:

We thank Thee, our Heavenly Father, that through Christ
we have an eternal inheritance in God. May our powers be
consecrated, our lives made exultant, and our influence
crowned by the teaching of His holy word. Bless all of
us with that temper, with that glorious courage, and with
that unresting energy that spring from His earthly life.
Ours is a high trust; oh, may we be loyal fo it and leave a
work that shall sustain the undecaying life in the very
soul of the Nation. May we strive with every nerve to
exalt, refresh, and reenforce our nafive land until our na-
tional sky shall glow through all its arch with the radiance
of the upspringing light. Amen.

The Journal of the proceedings of yesterday was read and
approved.

MESSAGE FROM THE SENATE

A message from the Senate by Mr. Craven, its principal
clerk, announced that the Senate had passed without amend-
ment a concurrent resolution of the House of the following
title:

H. Con. Res. 40. Concurrent resolution to provide for the
printing of additional copies of the hearings held before the
Committee on Ways and Means of the House of Representa-
tives on House Joint Resolution 123, relating to moratorium
on foreign debts.

The message also announced that the Senate had passed
with amendments, in which the concurrence of the House is
requested, bills of the House of the following titles:

H.R. 4039, An act for the relief of Herman H. Bradford;
and

H.R.13607. An act to authorize the distribution of Gov-
ernment-owned cotton to the American National Red Cross
and other organizations for relief of distress.

The message also announced that the Senate had passed
bills of the following titles, in which the concurrence of the
House is requested: '

S.4082. An act to regulate the business of executing bonds
for compensation in criminal cases and to improve the
administration of justice in the District of Columbia;

S.4810. An act to authorize the Secretary of War or the
Secretary of the Navy to withhold the pay of officers, war-
rant officers, and nurses of the Army, Navy, or Marine Corps
to cover indebtedness to the United States under certain
conditions;

S.5131. An act to extend the times for commencing and
completing the construction of a bridge across the Ohio
River at or near Cannelton, Ind.;

S.5231. An act to extend the times for commencing and
completing the construction of a bridge across the Missouri
River at or near Randolph, Mo.;

S.5232. An act to extend the time for constructing a
bridge across the Missouri River at or near St. Charles, Mo.;
and

S.5235. An act to extend the times for commencing and
completing the construction of a bridge across the Missouri
River at or near Brownsville, Nebr.

AGRICULTURAL RELIEF LEGISLATION

Mr. POU, from the Committee on Rules, submitted the
following privileged resolution (H. Res. 339) for printing
under the rule:
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